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THE NATIONAL BANKING SYSTEM. 


OF the constituents of our paper currency the govern- 
ment notes are amply shown by the history of the last 
thirty years to be the dangerous element. Experience has 
shown that we can rely upon no principle or policy as a 
safeguard against the caprice or the temptation, which at 
intervals must surely beset any legislative body having 
control of the direct issue of paper. The bank-notes, on 
the other hand, have been jealously guarded and strength- 
ened by legislation, until they resemble a government 
issue resting upon a special fund of cash and securities 
rather than the promises of corporations. In their case 
the present need of reform is not the result of excess or of 
insecurity. Their increase is under heavy restraint, and 
they are as secure as the credit of the government can 
make them. Their grand defect is want of adaptation to 
the proper business of banking, which limits their useful- 
ness in some parts of the country and makes them practi- 
cally unavailable for issue in others. 

The framers of the bank acts of 1863 and 1864, which 
have become Title LXII. of the Revised Statutes, had 





2 QUARTERLY JOURNAL OF ECONOMICS 


their attention fixed chiefly on the provision of a paper 
currency of uniform value throughout the United States, 
which should absorb by permanent investment a certain 
amount of United States bonds, and should become the 
sole paper currency of the future. Indeed, the title of 
each act, “An Act to provide a National Currency, se- 
cured by the pledge of United States stocks [or bonds], 
and to provide for the Circulation and Redemption 
thereof,” sufficiently shows the point of view from which 
these measures were regarded. The provisions as to the 
general business of banking were, no doubt, greatly in 
advance of those existing in many States; but, after all, 
it was the issue of notes upon a secure basis which inter- 
ested Congress and the public at the time, and has con- 
tinued to be a leading consideration in national legislation 
on this subject ever since. Perhaps the failure of the 
national system to meet the wants of large sections of 
country might not, even now, have secured the attention 
which it deserves, had not the provision for the safety 
of the notes finally undermined the issue and threatened 
its extinction. The inability of the system as it stands to 
perform steadily and satisfactorily its chief duty of sup- 
plying the business of the country with a safe and ade- 
quate currency, has finally brought the whole subject of 
banking under discussion, and has raised the question as 
to the proper co-ordination of issue with the other func- 
tions of banks, in a more radical form than for thirty 
years before. 


Although the purpose of this paper is to consider some 
of the points at which, in the judgment of the writer, the 
national banking system has proved to be badly adapted 
to the present needs of the country, the writer must pre- 
mise that the national system appears to him to be the 
foundation on which any reform of our bank-note currency 
must necessarily stand. Experience under that system 
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has shown plainly the gain secured by uniformity of regu- 
lation and unity of supervision. There is no question 
that the national banks find their credit in every form 
strengthened by the fact that all rest upon the same law, 
universally known, and are under the same recognized 
authority, whose mode of operation is universally under- 
stood. ‘That the convenience of their notes for use is 
materially increased by this unity of regulation, and by 
the uniformity of design of the notes themselves, is per- 
haps the one point in the working of the national system 
as to which all are agreed. To replace such a system by 
any complex arrangement by which the right of issue 
should be extended to State banks would be a palpable 
sacrifice of advantages, from which the public as well as 
the stock-holders of the banks are now gainers. It has 
been proposed that such State banks as may accede to 
proper regulations prescribed for safety and solvency 
should be allowed the right of issue. But it is difficult 
to see how such regulations could be enforced with cer- 
tainty except by the authority of the United States, or 
by that authority without much risk of friction and possi- 
ble conflict between national and State jurisdictions, or 
without such strictness of rule and superintendence as 
would destroy the reasons for preferring State organiza- 
tion to national. The last-named consideration is the 
more serious when we consider the fact, not to be dis- 
guised, that in many States the local opinion as to what is 
safe regulation and what is not is too loose to be satis- 
factory beyond the State line. In short, practical as well 
as theoretical difficulties begin to multiply, as soon as we 
attempt to reconcile the conception of a really national 
currency with anything short of an absolutely uniform 
system of safeguards. 

The banking history of the United States has been for 
the most part a succession of catastrophic changes rather 
than a process of steady growth. One expedient after 
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another has been taken up, abruptly dismissed in its turn, 
like the two Banks of the United States, or suddenly 
revolutionized, like the currency provisions of the Inde- 
pendent Treasury act. The national banking system has 
now had a longer term of active existence than any other 
national system adopted in this country, or any important 
State system of issue. Seriously as its defects have 
limited its usefulness, it has grown in strength and credit. 
In the course of a generation it has collected a mass of 
legislation, judicial precedents, and rules of official prac- 
tice, which make up a body of administrative law of 
remarkable completeness and value, known from one end 
of the Union to the other,—a common possession, in 
which it is not impossible that all our people may yet 
come to appreciate their common interest. This is a 
foundation to build upon, not an experiment to be dis- 
missed and superseded by some other. Never since the 
early part of this century has there been a like oppor- 
tunity to improve our legislation upon banking and 
currency by the proper adjustment of an existing system, 
old enough and successful enough to have acquired an 
historical position and credit. We now enjoy an advan- 
tage analogous to that which England finds in making 
the ancient reputation and strength of the Bank of Eng- 
land the starting-point in any financial measure, or France 
in her careful adhesion, through every revolution in dy- 
nasty or politics, to the century-old Bank of France. 

It is also a practical consideration of great weight that 
any change in the existing system would be made with 
the least disturbance of business relations and practices, 
if it were made by the better regulation of the mass of 
banks which already have the right of issue, but. upon 
this it is not necessary to dwell. 


The defective adaptation of the national banking sys- 
tem to the needs of the different sections is amply shown 
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by the reports of the Comptroller of the Currency. From 
the latest of these reports * it appears that in 1896 more 
than two-thirds in number of the national banks and 
more than three-fourths in capital were to be found in the 
belt of States lying north of the Potomac and Ohio on 
the east of the Mississippi, and including Iowa and Min- 
nesota on the west of this river. The same States have 
more than one-third in number and two-fifths in capital of 
the State banks carrying on business without the right 
of issue; but the State banks, taking these States to- 
gether, carry on an unequal contest with the national 
system. In the rich States of the North the vast pre- 
ponderance, in number, capital, and business, is with the 
national banks, although, as we advance westward, the 
newer States, even in this belt, show a more equal division 
of the field. Coming to the South and South-west, ex- 
cluding Missouri, we find the national banks less numer- 
ous than the State banks, but holding about seven- 
twelfths of the capital and a slightly larger proportion of 


the deposits. The group made up of Missouri, Kansas, 
Nebraska, and the Dakotas, shows a great preponderance 
of State banks in number and deposits and an approach to 
equality in capital.t The Central and Mountain States 
and Territories, with their extraordinary differences of 
economic condition, have placed the greater part of their 


* See the table on page 6. 

In this table the Middle States include Maryland and the District of 
Columbia; the West and North-west, the States from Ohio to Iowa and 
Minnesota ; the South and South-west, the Atlantic and the Gulf States from 
Virginia to Texas, with West Virginia, Arkansas, Kentucky, and Tennessee ; 
the Missouri River group is Missouri, Kansas, Nebraska, and the Dakotas; the 
Pacific States are. Nevada, California, Oregon, and Washington; the Cen- 
tral and Mountain group is Colorado, Idaho, Montana, Wyoming, Utah, New 
Mexico, Arizona, Oklahoma, and the Indian Territory. 


t It should be noted here that in the Comptroller’s returns for Kentucky, 
Kansas, Nebraska, and Oklahoma, the figures for State banks include private 
as well as incorporated banks. The figures given in the Appendix, pp 105-109, 
show that of the Kansas banks returned 109 are private, and of those in 
Nebraska 81, mostly of small capital in each case. 
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small banking capital under the national system; and, 
finally, the Pacific States show a great preponderance of 
State banking, which upon examination is found to be 
due to the little use made of national banks by California. 

It is clear that the inequalities thus briefly recapitulated 
rest upon something more than mere differences in popu- 
lation, wealth, and general activity. Those differences 
would lead us to expect much disproportion in the use of 
banks in general; but it is plain that, in addition to this, 
the comparative attractions of national banking with the 
right of issue, and of State banking without it, are differ- 
ently estimated in different States and sections. This 
appears still more clearly when a comparison is made 
between different parts of the same section. Thus, in the 
large Western group, the four newer States— Michigan, 
Wisconsin, Iowa, and Minnesota —have $36,000,000 of 
State bank capital to $52,000,000 of national, in this 
respect approximating the condition of sparsely settled 
agricultural States in other sections. In the South, of the 
most important banking States, the Virginias and Ken- 
tucky have $82,000,000 of State bank capital to $21,000,- 
000 of national. In general, the rule holds that the 
older, richer, or more densely populated States, with varied 
industries, find it easier to use the national system than 
the more thinly settled communities, poor in capital and 
carrying on industries of slow return. Even such an 
apparent exception as that of Texas, where only the 
national system appears to be used, proves the rule; for 
Texas, since 1876, has forbidden by her constitution the 
establishment of State banks, and any competition with 
national banks must there be carried on by private bankers. 

It is beyond dispute that one of the most serious diffi- 
culties in the use of the national system in the newer or 
poorer communities is the requirement of an investment 
in United States bonds, locking up banking capital in a 
non-banking security, returning less than 3 per cent. to the 
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holder. In the older States, with abundance of capital 
and low rates of profit, this requirement has less impor- 
tance ; but in States where the conditions are reversed it is 
a heavy block in the way of the national system and its 
possible usefulness. Especially does the bond deposit 
block the way in any section where there is a need of 
banks of relatively small capital; for, as the minimum 
holding of bonds is one-fourth of the capital for banks of 
$150,000 or under, and $50,000 for larger banks of what- 
ever size, it bears most heavily in proportion upon the 
small capitals. The comparative pressure of this re- 
quirement in different sections in October, 1896, is shown 
by the Comptroller of the Currency,* in a table from 
which the following statement is made up:— 


Bondsheld Minimum Percentage 
Sor circulation. required. of excess. 








New England. ........ 65.4 21.6 .67 
Middle States. ........ 87.9 28.9 .67 
West and North-west ...... 45.6 24.9 45 
South and South-west. . .... 21.3 14.2 33 
Missouri River . ....... 9.2 7.1 .23 
Central and Mountain. . .... 3.9 2.9 .29 
iM 6 4s 6 6 eS @. -* 3.9 3. 24 
237.2 102.6 


The reluctance with which the investment in bonds is 
made by small banks in the agricultural States is also 
shown with great distinctness by the case of Texas, where 
vigorous growth calls for extended banking, but only 
national banks can obtain charters. Of the 207 national 
banks in Texas, 88 are banks of $50,000 capital, of which 
86 have the exact minimum of bonds, 1 a nominal ex- 
cess, and 1 a circulation equal to its capital. Of the 76 
banks above $50,000 and not over $100,000, 63 have only 
the exact minimum, 7 only a nominal excess, and 6 have 
together $182,250 above the minimum. Of the 43 banks 
having capitals above $100,000, 86 have the exact mini- 


* Report for 1896, p. 552. 
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mum of bonds, 8 have only a nominal excess, and 4 have 
together $208,000 in excess of the requirement. For the 
whole $20,920,000 of national bank capital in Texas, the 
bonds held for circulation above the legally possible mini- 
mum is but $484,700. The inference from these figures is 
irresistible that banks in Texas cannot afford to invest at 
the low rate of interest yielded by United States bonds, 
and the presumption is strong that the increase of small 
banks is hindered and the capital forced into other chan- 
nels by the bond requirement. Nebraska is also a strong 
case of the same kind, with the difference that Nebraska 
seeks her relief by means of incorporated State banks. 
The 118 national banks in Nebraska, having an aggregate 
capital of $10,975,000, hold only $368,650 of bonds in ex- 
cess of the required amount; and $330,000 of this excess 
is held by the large banks in the cities of Lincoln and 
Omaha. Out of 72 banks of $50,000 capital, only 3 hold 
bonds exceeding the minimum by so much as $1,000, and 
64 hold no excess whatever. Similar illustrations of the 
working of the bond requirement may be found in many 
other States. 

Of the objects to be gained from the deposit of bonds,— 
security for the notes and the creation of a market for 
bonds,— the former alone now has any value. Against 
the complete attainment of this object, which must be ad- 
mitted, have to be set the facts that, as the government 
credit rises, the inducement to take out circulation weak- 
ens, so that the strength of the security tends to pinch the 
issue out of existence, and that the necessity of giving this 
particular kind of security produces the maximum of dis- 
couragement in sections where the need of banking facili- 
ties is strongly felt. The propositions to permit notes to 
be issued to the par of the bonds, instead of the 90 per 
cent. so far allowed, and to moderate or withdraw the 1 per 
cent. tax on circulation, are offered as palliatives for an 
acknowledged evil; but they do not strike at the cause, 
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nor, as will be seen, can they have any effect upon some 
of the more serious difficulties of the system. The root of 
the trouble is, after all, the necessity for taking a relatively 
large part of the capital of a bank out of the proper busi- 
ness of banking, and investing it elsewhere, when all that 
the bank can do by means of its capital and credit com- 
bined is needed for the accommodation of its customers. 
A complete remedy would have to start therefore, as was 
proposed by the American Bankers’ Association in 1894,* 
in the well-known “ Baltimore Plan,” with the abolition 
of the bond deposit and the restoration of the note to its 
natural relation, as an exercise of credit in the business of 
banking. If to this were added provisions for the security 
of the note-holder by a first lien on the assets of the bank, 
and, as was also proposed in the Baltimore Plan, by. a 
guarantee or safety fund supported by the contributions of 
the issuing banks, both reason and experience show that 
the strength of the note would be ample. Some other 
parts of the present system would no doubt need revision. 
Provision for more thorough inspection than is possible 
with the present staff, more frequent publication of ac- 
counts, and strengthening of the stockholder’s liability, 
not in its nominal extent, but in its binding effect,t are 
changes already needed, which would then be seen to be 
imperative. 


Amended by resting the issues of national banks upon 
their assets, where the business community are willing to 
let the $1,600,000,000 of deposits rest, the system would 
be freed from one of the burdens which hinder its prog- 
ress in the South and West. It would still find its 


* For the details of the ‘‘ Baltimore Plan ” see White’s Money and Banking, 
p. 458; Journal of Political Economy, December, 1894, p. 101. 


t Prior to 1880 only about 35 per cent. of assessments upon stockholders of 
insolvent banks was actually collected ; and in the finished cases since 1880, re- 
ported in the Comptroller’s Report for 1896 (Table No. 76), it appears that the 
collections averaged only 52 per cent. 
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growth seriously hampered in sparsely settled districts 
everywhere, by the inability of a small community either 
to provide the capital or to supply the business for banks 
of the size required by the present law. On this subject 
a flood of light is thrown by Mr. Thornton Cooke, in a 
paper printed in the Appendix, showing the distribution 
of small banks in Missouri, Kansas, Nebraska, and the 
Dakotas. In these States the minimum capital required 
for State banks is $10,000 in Missouri and $5,000 in the 
four other States. Whatever this minuteness of capital 
may show as to the prudence of the legislation, it proves 
that in this important block of States the need of diffu- 
sion is keenly felt; and the same inference is to be drawn 
from the minimum of $15,000 required in Michigan and 
$10,000 in Minnesota. In the five States dealt with by 
Mr. Cooke an extraordinary development has taken place. 
Of 1,247 State banks covered by the latest official returns 
and excluding private banks, 1,158 are not beyond the 
$50,000 line of capital, 451 are not beyond the line of 
$10,000, and 112 have capitals not exceeding $5,000. The 
tables make it plain that in these States, as a whole, there 
has been a strong movement to provide for needs not 
now covered by the national system. There is a long 
list of other States in which, upon examination, we should 
find proof of demands not satisfied by the national sys- 
tem, but met imperfectly by State banks and by the great 
number of private banks, of whose operations there is 
no record even approximately complete. In every other 
important banking country such a demonstrated need as 
this for diffused but sound banking would be answered 
by the establishment of branches or agencies of banks 
of larger capital. This method is not unknown in the 
United States, although for various reasons its applica- 
tion for many years past has been confined to a few States 
and has been on a limited scale. That it is less applica- 
ble or hopeful here than in all the other English-speaking 


~- = = 
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countries, or that it needs anything more than proper 
encouragement for its wide introduction, at least in sec- 
tions like the South and West, it is hard to believe. The 
change required in the present law would be slight. If 
no use were made of the liberty to establish branches, the 
national system would simply stand as at present, if not 
improved, at least not impaired ; and, if use were made of 
the liberty, one of the two barriers which bar the access 
of national banks to an important field would have ceased 
to block the way.* 

It has also been proposed, as a partial remedy for the 
imperfect distribution of banking under the national sys- 
tem, to reduce the minimum required capital to $25,000, 
as it stands in the law of New York and of several other 
States.t This proposition, however, is open to some 
serious objections. It plainly does not go far enough to 
reach the seat of a great part of the evil. Taking for 
illustration the case of the Missouri and Dakota group al- 
ready referred to, it appears from Mr. Cooke’s tables that 
little over one-third of the State banks in that group have 
capitals above $20,000. The fact appears to be that banks 
of $25,000 capital would be almost as completely beyond 
the means of a majority of the small village centres in 
sparsely settled districts as banks of $50,000 are now. 
But, even if such a reduction of required capital were 
enough to lead to an important extension of the national 
system, it is also a serious question whether on other 
grounds this would not be a move in the wrong direction. 
As national banks multiply in number, the problem of 
insuring sound management by effective supervision 
becomes grave. With not far from thirty-seven hundred 
banks already in operation, the United States evidently 
have in hand a task such as no government ever before 


*The present Comptroller of Currency has urged the introduction of the 
branch system in his Report for 1896, p. 102; and the same ground was taken 
by Secretary Carlisle, Finance Report, 1£95, p. lxxxiv. 


t For this also see Report of the Comptroller of the Currency, 1896, p. 102. 
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undertook; and the difficulties of this task would increase 
with the further pulverization of capital now suggested. 
The records of failures show that even in large banks the 
close attention of directors is not always easily had; but 
with banks of the smallest class in small villages, not only 
is there increased difficulty in making it worth the while 
of directors to give the requisite attention and thought to 
what is, after all, a matter of but trifling importance to 
any one individual, but there is also the often experi- 
enced embarrassment in finding among the business men 
of a village the material for making up a competent 
board. The best promise of good management is afforded 
by a bank with an immediate constituency large enough 
to supply an ample choice of men, and with a capital 
large enough to secure the pressure of a full sense of 
responsibility, and to demand a reasonable share of time 
and care from an unpaid body of men. In short, any 
change in capital should be in the direction of consoli- 
dation rather than subdivision. The smallest class of 
national banks now in existence should shrink, and the 
extension of the system should be effected by banks of 
more considerable capital, if we are to move towards the 
most efficient and safe organization. As for the sugges- 
tion that such a movement would mean diminished com- 
petition and the “ concentration of the money power,” a sys- 
tem of thirty-seven hundred members would afford ample 
scope for healthy consolidation long before the danger point 
could come into view. As for any risk of monopoly, if 
the power of establishing branches were restricted within 
State lines, every State would be likely to find within its 
borders sufficient competition among its own banks to 
give its people the full benefit of diffused accommodation, 
free from external control or internal combination. 


So far our discussion has turned chiefly upon the present 
inability of the national banking system to develop bank- 
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ing in accordance with pressing needs of important sec- 
tions of the country. The further objection that the sys- 
tem is not so constituted as to supply an elastic currency 
points to a defect in the working of the bank circulation 
in every section. This objection is indisputable, if we give 
to the word “elasticity” the meaning usually given to it 
in banking discussions. If by elasticity we are to under- 
stand nothing more than mere capacity for growth under 
favoring conditions, or variability, no doubt the bank 
circulation has varied and has had its periods of growth. 
It rose rapidly in its earlier period, when the investment 
in bonds yielded a high return; it ran down for a long 
series of years as the return upon bonds declined; and it 
rose again after the revulsion of 1893, when with the 
decline of bonds the return upon them advanced. But 
the elasticity of a currency is understood to mean some- 
thing quite different from this tendency to vary over long 
periods. It means responsiveness to present increase or 
diminution of demand,—the power of adaptation to the 
needs of the month, the week, or the day, whether rising 
or falling. A glance at the figures for any series of years, 
or for any period of marked change in affairs, shows that 
the national bank circulation has never had this quality. 
How should it be elastic? Elasticity implies the opera- 
tion of counter forces, in a currency as well as in a steel 
spring. That a currency may be responsive to demand, it 
is necessary that the forces, tending respectively to ex- 
pand or to restrict, should be forces at work in the daily 
business of the bank, where it is brought into contact 
with the community by the stream of loans, deposits, and 
payments. But under the national system at present the 
motives for extending: issues are completely separated 
from real banking considerations, and such tendencies for 
the return of notes as exist are equally foreign to the 
relations between the issuing bank and that portion of the 
public which it serves. 
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The failure of the national system to provide for a 
return flow of notes by some effective plan of redemption 
is no doubt due to the circumstances under which the 
national bank acts were passed. Looking to a distant 
future, the acts contemplated an ultimate return to specie 
payment, and some of their provisions were shaped ac- 
cordingly. But, after all, Congress was not greatly inter- 
ested in any present requirement of redemption, when, so 
far as could be seen, the redemption of a note must for 
years mean no more than its exchange for another piece 
of paper, itself irredeemable. To tie the bank circulation 
to the public debt, and thus to secure for it as good a 
chance of ultimate solvency as a promise by the govern- 
ment could then have, and to give the bank paper univer- 
sal credit, were immediately attainable results, beyond 
which there was not felt to be much necessity for looking. 
The act of 1868 accordingly made no provision for the or- 
dinary redemption of bank-notes anywhere except at the 
counter of the bank itself; and the chance of presentation 
there was obviously so slight, that Mr. Sherman cheerfully 
assured the Senate that “these notes, all being the same,” 
so far from having a pitiful life of thirty or sixty days, 
“may have an indefinite circulation, and the average may 
extend to years.”* It was clearly the expectation that 
the notes, when once set afloat, would drift on the ocean 
of paper as long as their material could hold together. 
The amended act of 1864 added the requirement that 
every bank outside of the redemption cities should redeem 
its notes through some bank in one of those cities, and 
that all banks in other redemption cities should redeem 
their notes through banks in the city of New York; but, 
in the absence of any motive for demanding the redemp- 
tion of notes which every holder, whether a bank or an 
individual, could use in his own payments, these provi- 

* Congressional Globe, February 10, 1863, p. 843. Mr. Baker of New York, 


in the House, insisted upon the need of central redemption. Jbid., February 
20, p. 1141. 
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sions served only as a reason for allowing banks to reckon 
as a part of their reserve the funds deposited by them 
with banks acting as their redeeming agents. 

This inadequate arrangement did not satisfy the con- 
servative banking opinion of the country; and in 1865 
and 1866 an important movement for establishing assort- 
ing houses in the chief financial centres, with central 
redemption, was organized in New York, Boston, and 
Philadelphia, with the approval of the Secretary of the 
Treasury and the Comptroller of the Currency.* The 
elements of opposition, however, were too strong. The 
project lost its strength, and died; and the opportunity 
was lost. The national bank system grew up with an ap- 
paratus of redemption which did everything but redeem; 
and no change was made until 1874, when the function of 
redemption was transferred to the Treasury, and banks 
were even forbidden by law to redeem anywhere else, 
except at their own counters. Thus we have to-day a 
system of so-called redemption, which no doubt removes 
from circulation notes which for sanitary reasons, or from 
wear and tear, are unfit for further use, and enables banks 
which are overloaded with bank-notes at any season to 
convert them into greenbacks; but, plainly, the redemp- 
tion thus carried on has little more than an accidental 
connection with the financial condition of any issuing 
bank. A large amount of notes may be passing through 
the Redemption Bureau; but the National Bank of X has 
no reason to look for any unusuul return of its notes, 
however extreme its expansion may be, for the holder 
of its notes, whatever the amount of its obligations, will 
sooner use them in payments than waste time by send- 
ing them to the Treasury. This is not a kind of redemp- 
tion which can possibly make the bank circulation re- 


* For the action of the banks engaged in this movement, and for Secretary 
McCulloch’s part in it, see Banker's Magazine, 1865-66, pp. 193, 401, 415. For 
the views of the Comptroller of the Currency, Report, 1865 (for Mr. Clarke’s) 
and (for Mr. Hurlburd’s) 1866 to 1870. 
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sponsive to the demands of business, whatever else it 
may accomplish. 


The singular futility of all this part of our legislation 
is no doubt closely connected with the ideas as to the 
meaning of note redemption in general, which have grown 
up in connection with the greenbacks. Even before the 
act of 1878 ordered the reissue of the redeemed green- 
backs, the original idea of redemption as the fulfilment 
and ending of a contract had been obscured. That, as a 
matter of legal interpretation, a note “retired and can- 
celled” had been paid, and that any new issue must bea 
new debt, requiring clear legal authority for incurring it, 
had been disputed for more than ten years,* until some- 
thing more than the mere interpretation of a statute had 
come into the question. From 1866 to 1878 there is 
shown in the debates and the acts of Congress a pro- 
gressive weakening of the force assigned to the term . 
“redemption,” and the growth of an opinion that every- 
thing needful is accomplished, if the opportunity for an 
exchange of one kind of currency for another is some- 
where held open. 

But is it enough that every holder of government or 
bank notes should understand that gold can always be 
had for the paper at the Treasury or the bank? Espe- 
cially as regards bank-notes, can redemption do its work if 
it is merely a passive arrangement for possible payment, in 
case anybody thinks it worth while to call for it, and not 
an active system of prompt presentation? At the bottom 
of much that is said and written on this subject there 
would seem to be an impression that to give the public 

*In January, 1868, Mr. Edmunds stated in the Senate his opinion that the 
notes ‘‘ retired and cancelled ’’ under the act of 1866 could be reissued, and 
moved an amendment to a pending bill to prevent this. Mr. Sherman objected 
that reissue was illegal and further legislation on the point needless, and Mr. 
Edmunds’s amendment was lost. Congressional Globe, January 10, 1868, 
pp. 435, 529. Six years later $26,000,000 of notes once ‘‘ retired and cancelled ’’ 
were reissued, 
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convincing assurance of convertibility is the only object to 
be provided for. But the redemption of a currency has a 
bearing much broader than this. The exchange of notes 
for specie on any large scale is called for in most cases 
because the trade relations of the country or the section 
concerned are such as to make specie for the time its 
cheapest export. This state of things may be the result 
of deplorable misfortune or of equally deplorable folly ; 
but in either case it is the misfortune or the folly that is 
to be deplored, and not the process by which we pay in 
the easiest way the debts which have been created. The 
payment is, after all, a curative process, by which our 
currency seeks the condition of equilibrium with our real 
ability to hold money, as the first step towards sound 
strength; and it is for the general interest that the move- 
ment of specie should be easy, and that the payment of 
our debts, in this form as well as any other, should be 
prompt. 

Moreover, whether we look at the government issue or 
at that of the banks, it is important that the natural 
effect of a depletion of our currency by specie export 
should not, under ordinary circumstances, be thwarted or 
warded off. In the one case, for the government to under- 
take, by the reissue of its notes, to keep up the domestic 
currency in the face of a movement for redemption and 
specie export, is to make that currency, so far as may be 
possible, insensitive to the influences which tend to its 
final replenishment. Mr. Sherman perhaps had a vision 
of this truth when he recommended “that by law the 
resumption fund be specifically defined and set apart for 
the redemption of United States notes, and that the notes 
redeemed shall only be issued in exchange for or purchase 
of coin or bullion.”* No doubt such an arrangement, so 
long as Congress permitted its existence, would at any 
rate have insured the close reciprocal relation which any 


* Finance Report, 1879, p. x. 
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effective redemption of greenbacks should have with the 
active currency, and would have made the position of the 
Treasury defensible without the alternation of panic and 
loan which has been witnessed since 1893. In the other 
case, it is almost equally important that, so far as an 
export movement of specie draws from the bank-note 
circulation, it should draw as directly as possible from the 
particular banks which are in a state of relative expansion. 
The drain of specie is presumably not the consequence of 
any equally distributed imprudence or any level stroke of 
misfortune ; and its effect should fall, both by the rule of 
right and by that of expediency, upon some more heavily 
than upon others. This can only be secured by providing 
for an easy, automatic return of notes, so that expanded 
liability shall, so far as is humanly possible, be followed 
by increased demand for payment. 


With the imperfect conception of redemption in general, . 
on which our law proceeds, it is not surprising that the 
national bank-note, when once issued, should be regarded 
as a liability of indefinite date, differing from other bank 
liabilities in this, that the issuing bank hardly need trou- 
ble itself as to its discharge. The fact that it has thus 
become something not far different from a permanent ob- 
ligation, is no doubt one of the grounds for the idea of 
unjust privilege which so many of our people connect 
with the national bank system. It is also singularly at 
variance with the principle of having a wholesome re- 
straint upon the operations of each bank by itself, which 
governs our treatment of other demand liabilities. Pro- 
vision for the systematic return of notes by other banks, 
like the daily collection of checks, is so contrary to our 
present established habits of thought that it seems ab- 
normal, inconsistent with full credit, and useless, if not 
hostile. But, not to dwell upon other considerations, it 
appears too plain to require demonstration that a regular 
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return flow of notes is the necessary condition of the 
elasticity which is now commonly demanded for our 
bank currency. Elasticity cannot be secured without 
the operation of restrictive force upon an outstanding 
circulation: restrictive force cannot operate there, except 
through the agency of the holders of the notes; and it 
can only operate through them by virtue of some legal 
provision or of some convention or practice having equiva- 
lent force. Of legal provisions for this end a striking 
example is supplied by the law of Massachusetts, which 
from 1848 forbade any bank to pay out any notes except 
its own, and thus made it necessary that notes received 
on deposit or in payments should be sent to the issuing 
banks for redemption. Of a practice equivalent in effect 
to this, there is the equally striking case of the Canadian 
banks, which, without any requirement of law, but simply 
as competitors for business, “demand prompt and daily 
redemption of all the notes of other banks that have come 
in.”* But our system presents nothing analogous to 
these devices for making the self-interest of the banks the 
restrictive force needed to secure elasticity of issue.t We 
appear to rely vaguely upon some supposed slowly acting 
tendency of the public to free itself by some means of a 
currency, if felt to be excessive; but we set no machinery 
in motion for that purpose, and do not make it for the 
interest of anybody in particular to do that which on gen- 

* Breckinridge states that the average life of a bank-note in Canada is 
found to be about four weeks. Canadian Banking System, p. 407. 


t Breckinridge gives (ibid., p. 408) a diagram showing the monthly varia- 
tion of the issues of the Canadian banks for fifteen years. The minimum is 
usually reached in June, but sometimes in August, and one year in September ; 
and the maximum is always near the beginning of November. From the low- 
est point to the highest, the average annual rise, which disappears in January, 
is about 20 per cent., varying in the last dozen years from under 13 per cent. in 
1882 to 24 per cent. in 1888. There is also a small rise in the spring, nearly 
always at the beginning of April, but occasionally a month earlier, trifling in 
amount, but singularly constant, and showing a remarkably close correspond- 
ence between the notes in circulation and some regularly recurring condition of 


business, 
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eral grounds may be desirable for all. Even so radical a 
scheme of reform as the “ Baltimore Plan” contents itself 
with the existing provisions for redemption. 

It is obvious that the practical difficulties of redemption 
have multiplied with the growth of our system. Methods 
easily established at the start would be difficult of intro- 
duction into a mass of nearly thirty-seven hundred national 
banks. Still, unless we are prepared to surrender the idea 
of true elasticity, the means must finally be devised for 
making the bank-note as well as the check present itself 
systematically and promptly for payment; and it is highly 
improbable that this can be done without restricting the 
right of national banks to pay out other notes than their 
own. It is conceivable, although unlikely, that competi- 
tion might set in among the banks of a single State, and 
prompt them to refuse of their own accord to circulate 
each other’s notes, although a result like this—easy to 
understand in a system of only thirty-nine banks, like the 
Canadian — would be hard to reach in States which count 
their national banks by hundreds. But outside of its own 
State, and probably within it, the circulation of a bank- 
note would have to end by law with its receipt in pay- 
ment or on deposit by a national bank, and its return for 
redemption would have to follow. 

Probably the mere administrative difficulties in the way 
of an effective system of real general redemption would 
not be found to be so serious as they might appear at first 
blush. For the most part the reserve cities, formerly 
known as redemption cities, would be the natural centres 
of redemption, at which the banks would clear their notes 
with each other as they now clear their checks in a clear- 
ing-house; and the two operations would be likely to be 
carried on under the same roof. The reserve cities would 
necessarily exchange with each other, possibly at a com- 
mon centre; and thus, the country being districted, pre- 
sumably with reference to the natural course of commer- 














22 QUARTERLY JOURNAL OF ECONOMICS 


cial payments, notes paid in or deposited at any point 
would find their way back to the issuing bank, through 
the same channels in which the streams of other liabilities 
flow back upon the debtor banks, and without more diffi- 
culty. No change in the present uniformity of design of 
the national bank-notes would be required. Distinctive 
marks to determine the redemption district in which a 
note belongs, and possibly its State also, could be as easily 
stamped upon it as the charter number of the bank is now, 
and would be all that is required for instant recognition. 
Moreover, the labor of assorting the notes, with a redemp- 
tion system once fairly in operation, is not to be inferred 
from the present condition of the bank circulation. We 
now see a confused mass of notes on which no regularly 
acting agency of this sort has been at work; but, with an 
established compulsory return of notes, the bank circula- 
tion of every part of the country would tend to be that of 
the local banks. Notes might still stray widely, for uni- 
formity of system and design would give them the same 
ease of movement among individuals as at present; but 
the proportion thus carried to a distance would not be 
great, and their wanderings would not be of long duration. 
The whole circulation would probably be so far localized 
that the chief labor in every redemption centre would be 
to assort the notes issued in its own district and cleared 
by the local banks; and this would simplify and lighten a 
task which, however formidable, would not be too great to 
be undertaken in view of the object to be secured. 


Returning now to more general considerations, the 
limitation of the field of circulation to be expected from a 
system of actual redemption deserves a little further 
notice. Existing banks of relatively large circulation 
might naturally dislike exclusion from the wide area in 
which their issues now find their chance of long life. So 
far as their gain from circulation comes from the supply 
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of currency for use in remote sections or those ill pro- 
vided with banking facilities, they could not be expected 
to welcome a proposition to confine them in effect to their 
home districts. But, besides the general equity of an ar- 
rangement which would call upon any bank to find its 
chief field for note issue in the community with which it 
has its closest relations, it is of special importance for the 
better distribution of banking in the United States that 
the opportunity as well as the legal right of note issue 
should be more widely extended. The sections which 
now find the national system insufficient are those in 
which the sparseness of population and other industrial 
conditions invite the use of bank-notes and limit the use 
of bank credit in other forms. The local banks require 
the support to be obtained from circulation, and it is desir- 
able as well as equitable that they should be able to rely 
upon the support afforded in their own neighborhood. A 
sense that the home field belongs first to the home banks 
has shown itself in the demand for the relief of State — 
banks by the repeal of the 10 per cent. tax; and this feel- 
ing is too well grounded to be disregarded with safety. 
Certainly, if the national system is to be extended and 
popularized, it will be necessary that in this respect the 
local banks should be made as far as possible the natural 
sources of supply for their own constituencies. 

Whether the sections which are now deficient in banks 
of issue would find their currency in actual use greatly 
increased under the changed conditions here suggested 
may be doubted. They are, as a rule, in debt,—rich in 
possibilities, but poor in actual accumulation. National 
banking with general redemption might, at any rate, 
supply them as well as State banking, if the latter 
were to be on the specie basis; but could they under 
any system find their currency plentiful if it were 
kept at its specie value? It is hard to see how the regu- 
lar course of payments, which now takes to the commercial 
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centres such coin, legal tender, or bank-notes as they 
acquire, could fail to restrict their note circulation by 
drawing from their banks their cash for remittance.* 
This hardship is the natural consequence of economic 
conditions which for the present keep their demands for 
certain commodities constantly in advance of their means 
of payment. Nevertheless, good policy and fair dealing 
alike require that whatever opportunity may in fact exist 
for affording either the present or an increased supply of 
currency should be enjoyed first by banks upon the spot. 
If the lack of active circulation remains as at present, the 
nature of the difficulty will at least be clearer than it is 
now, and will be obviously free from the present appear- 
ance of unjust discrimination. Moreover, to give to local 
banks all possible encouragement for natural develop- 
ment, by enabling them to use as far as safety will allow 
the power of issue, notoriously needed in immature com- 
munities more than in the mature, is the readiest way to 
promote the growth of industry and wealth, which will 
finally raise the people to the condition where their need 
of goods for use will no longer keep them bare of cash. 

* At a hearing before the House Committee on Banking and Currency, 
December 19, 1896, Mr. W. L. Royall of Richmond, Virginia, presented his 
views :— 

“Mr. Royauu. I say that, if you put out notes in a backwoods community 
that are good at par in New York, those notes will leave the backwoods com- 
munity, and go to New York. ... 

“Mr. Jonnson. Must not those notes suffer a discount when the holders 
of them want to go outside of their own community to make purchases with 
that money in their pockets ? 

“Mr. Royautt. No, sir: those notes are payable in coin on demand. 
They go to the bank, and say, ‘Give me gold for these notes’ ; and they get 
gold.” 

And again, favoring the issue of notes by State banks,— 

““Mr. Royauu. If [a bank] issues currency at all, it is for the con- 
venience of the people who live around it. Yet, if a country bank issues 
currency backed by the government, that currency will leave it and the people 
who really need it, and go to a commercial centre, where there is no legitimate 
need for it.” 

Mr. Royall’s cure for the difficulty appeared to be an issue of notes, not 
too good, but just good enough to be used at home,—a difficult medium to 
strike. 























THE NATIONAL BANKING SYSTEM 25 


At present the condition of portions of the South and 
West presents a kind of deadlock. Their people are 
poor in all but natural resources. They remain poor be- 
cause there is little “money in circulation,” and there is 
little “money in circulation” because they are poor. 
With a short succession of bad years they are in some- 
thing like destitution. With a bountiful harvest they 
gain a little ground, and hope rises. To encourage the 
proper use of credit, and of credit in the form most nat- 
ural to their condition, although a slow remedy, appears 
to be not only a hopeful one, but also the only one now 
within reach of the national government. 


To recapitulate the points which appear to be of chief 
importance in the current discussion : — 

The great objects to be secured are: to enable sections 
of country, now excluded from the advantages of the 
national banking system, altogether or in part, to make | 
use of this system and of the right of issue under it, as 
their needs may require; and to make the issues of the 
national banks elastic as well as safe. 

The natural means for securing these results are: to 
abandon the present system of bond deposit as security 
for notes, to substitute a first lien in favor of note-holders 
upon all assets and upon the stockholders’ liability, and to 
create a guarantee fund supported by levy upon all banks 
in proportion to their circulation; to strengthen the sys- 
tem, by provision for closer inspection and by more fre- 
quent publication of accounts; to authorize and encour- 
age the introduction of the branch system, at the same 
time raising the line of minimum capital, say, to $200,000 ; 
and to organize a system of central redemption, enforced 
by restriction upon the right of banks to pay out the 
notes of other banks. 

The practical and political difficulties, at present hin- 
dering any reform, need no comment. Factions in Con- 
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gress, apathy produced by a new period of prosperity, 
popular financial delusion, and differences of opinion 
among the friends of reform may raise formidable obsta- 
cles in the way even of partial measures, and still more in 
the way of any comprehensive plan, for the removal of 
generally acknowledged evils. But, whatever steps it 
may be possible to take, little will be gained if they do 
not turn plainly towards the objects above stated, and 
proceed courageously and unequivocally upon the general 
lines which the present writer, following many others, has 
reviewed in these pages. 


CHARLES F. DUNBAR. 




















CHARITY AND PROGRESS.* 


MorE than two thousand years ago Plato warned his 
countrymen, in strangely modern phrase, against the 
physical, moral, and political degradation in store for any 
nation which perpetuated the unfit and allowed its citi- 
zens to breed from weak and enervated stock. So eager 
was he to shock his contemporaries into a realization of 
the dangers of degeneration and the necessity of artificial 
selection, that he sketched for them the startling outlines 
of an imaginary Republic, in which no considerations of 
property, no bonds of family life, no sentiment of pity, 
was allowed to stand in the way of that elimination of 
weakness and that perfection of the race which he con- 
ceived to be the indispensable basis of progressive civili- 
zation. 

To-day evolutionist philosophers are dinning the same 
message in our ears. Behold, they say, the paradox of 
progress! Civilization destroys itself, puts the knife to 
its own throat, perishes by its own hand, or rather dies 
miserably of the slow poison of its own virtues. For the 
growth of civilization is but a name for the growth of 
sympathy. The fruits of sympathy are philanthropy, 
charity, sanitation, medical science, all that makes against 
the sufferings of our race. These, again, are but methods 
of protecting the weak, perpetuating the unfit, reversing 
the law of progress, destroying civilization and sympathy 
itself. Like Plato of old, the evolutionists complain 
loudly that man sees clearly enough what the law of 
progress is for the brute creation, but chooses to regard 
himself as an exception. Like him, they insist that there 
is absolutely no ground for this infatuation and mystery 


*An address delivered at The National Conference of Unitarian and Other 
Christian Churches, Saratoga, New York, September, 1897. 
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with which man affects to surround the evolution of his 
own species. The same law applies to him as to the 
beasts that perish,—the simple, inevitable, universal law 
of selection and survival which biology has already formu- 
lated for other animals. Selection, however, implies two 
things: it implies something selected, and no less surely 
something rejected, left behind to perish as unfit. Hence, 
as a recent English writer reiterates, in a reductio ad 
absurdum which seems to render refutation superfluous, 
there can be no real progress for a society which is not 
improvident enough to multiply more rapidly than sub- 
sistence and environment will warrant. There is nothing 
but decay in store for any society which is not crowding 
unfit members to the wall, which has not its “submerged 
tenth” sinking inevitably beneath the waves of poverty 
and competition. Improvidence, weakness, degradation, 
and suffering are with you always, because, forsooth, they 
are the signs of health, the growing-pains of progress. 
How, then, we are asked, can modern society escape 
speedy degeneration? Philanthropy is present in the 
world on a new and gigantic scale. Every day civiliza- 
tion finds it harder to see the weak pushed to the wall. 
Philanthropy deals a twofold blow at progress. It not 
only perpetuates the weak: the essence of it is self-sacri- 
fice of the strong to the weak. Thus the law of progress 
is reversed. Even science has joined the forces of de- 
generation. The deadly microbes of fever and contagious 
disease, which have been such efficient allies in the work 
of rejecting the weak, are being banished from the earth. 
All that the best intellect, the most patient ingenuity, 
the most unselfish devotion, can devise, is being used to 
preserve the weak, and enable him to transmit his weak- 
ness to future generations. Already the fatal conse- 
quences are but too plainly visible on every hand. In- 
sane asylums, homes for defectives, prisons, reformatories, 
hospitals, shelters, wood-yards, soup depots, the whole 
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directory full of charitable activities of every sort, testify 
that the process of degeneration is well under way. As 
for remedies, the pessimistic aver there is no remedy, and 
abandon themselves to the luxury of disordered fancies 
and delirious exaggerations of impending ills. The opti- 
mistic join in Plato’s plea for conscious effort to improve 
the race by breeding from the best stock, and by educat- 
ing public opinion to the exercise of an enlightened, 
scientific sympathy, which shall refrain from evil-doing. 
For the unfit must either cease to be produced or cease to 
reproduce. 

While this first group of philosophers are thus wringing 
their hands over the pathetic dilemma of progress, and 
lamenting that the sympathy which man has cherished in his 
bosom has warmed into a viper with a deadly sting, we are 
suddenly relieved to hear another confident and dogmatic 
voice from the evolutionary ranks, bidding them be of 
good cheer, for they are quite mistaken in their diagnosis 
of the case. Let no one worry over an illusory dilemma, 
or the alleged discomfiture of natural selection by sympathy 
and altruism, Natural selection is quite able to take care of 
itself. Neither philanthropy nor any other creature can 
interfere with the cosmic determinism which has ordained 
the law. Far from being an enemy, philanthropy is but 
the handmaid of selection, in disguise. Or, to be exact, 
philanthropy is the second handmaid; for religion is the 
first. Those have been deceived who thought they saw in 
religion and her philanthropic offspring a palliation of the 
struggle for life, a tendency to mitigate the ruthless rejec- 
tion of the weak, a humanizing of those processes of natu- 
ral selection and survival of the strong which are popularly 
called competition, a gospel of love and fraternity which 
should replace the gospel of strife. Religion is merely a 
part of the machinery of rejection,—a useful variation, by 
virtue of which a religious group, or civilization, surpasses 
a non-religious or less religious group, or civilization. Be- 
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cause it mitigates the relentless struggle for life, do you 
ask? Quite the contrary. Because it makes possible a 
higher intensity of that struggle; because it enables the 
more religious society to bear the pains of rejection and 
extermination with greater fortitude; because it consoles 
the rejected of this world with the hope of happiness in 
the next; because it comforts the wounded and the dying 
with the anesthetic of a future life, in which those who 
have lost father, mother, husband, children, lands, or 
wages, shall have them restored a hundred-fold; because it 
thus enables society to breed from the strongest, hardiest 
of its stock. Religion make the march of progress and 
the struggle for life less severe? Religion an enemy to 
natural selection? Nay, rather, it is religion which makes 
the forced march of modern progress possible. But for 
religious anzsthetics the rank and file of those who toil 
and suffer would be driven in desperation to join a social- 
istic mutiny, the march would be stopped, and some 
other more religious civilization would go to the front. 

In like manner we are asked to believe that the 
second handmaid, philanthropy, only continues the good 
work by increasing the range and intensity of the struggle. 
The real significance of modern philanthropy is the grad- 
ual substitution of equality of opportunity for old inequali- 
ties based upon class distinctions, birth, and wealth. 
Philanthropy is the voluntary abdication of privilege, the 
willing self-sacrifice of those who have hitherto been 
doubly protected from the rigors of competitive rejection,— 
by the barriers of privilege, on the one hand, and by the 
disabilities of the masses, on the other. Instead of angels 
of deliverance and mercy, religion and philanthropy are 
but furies in disguise, drugging the senses with ultra- 
rational sanctions for an irrational struggle, and distribut- 
ing among the poor the shining weapons of a more equal 
opportunity, in order that the fight may be fiercer and more 
universal, and the weaker, both of themselves and of their 
benefactors, sooner slain. 
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Therefore, instead of liberty, equality, and fraternity, 
write on the banners of progress this glorious motto, 
liberty, equality, and natural selection. Grieve not at 
this slight biologic emendation. Man would be less a 
part of the cosmic mystery and dispensation if it could be 
otherwise. For man as an individual, nature can care 
nothing. Like all other individuals, he must be merci- 
lessly sacrificed to the interest of the abstraction called 
the species. The species and the social organism which 
develops it must be preserved at any cost, and the only 
law of development which nature recognizes is natural 
selection. In a word, progress is natural selection and 
rejection ; religion is the handmaid of natural selection; 
philanthropy is the handmaid of religion. Know, there- 
fore, ministers of philanthropy and religion, that you are 
co-workers together with Nature, with a big N, in the grew- 
some task of eliminating the unfit. The future offers you 
great possibilities of usefulness,—an ever-fiercer struggle 
for life, an ever-increasing religious and philanthropic 
organization, an ever-larger hospital corps, an ever-grow- 
ing red cross division in the army of progress. 

And so the fight goes merrily on, and some ministers of 
the gospel of peace and humanity of late have taken cour- 
age, because, forsooth, some sage assures them that no 
nation has prospered or can prosper without this religion, 
that there is no danger that with the progress of civiliza- 
tion religion will decay; for religion is the ultra-rational 
sanction for a process of rejection which is as essential to 
progress as it is unjustifiable to the individual on any 
rational grounds. And they have even recommended this 
teaching as a cure for the scepticism of those of faltering 
faith among their flocks. 

Such, then, are two of the conflicting accounts which 
men who speak as having the authority of science give of 
the function of philanthropy in progress. To one party 
it is the symptom of decay, the evidence that the dilemma 
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of progress has been reached, that the cycle of civilization 
is completing itself. Charity means survival of the unfit, 
sacrifice of the strong to the weak, the gradual deteriora- 
tion of society. First, “from hour to hour we ripe and 
ripe”; and philanthropy is the over-ripe fruit of a decaying 
civilization. To the other party the growth of philanthropy 
but indicates the more rapid march of progress, the in- 
tenser struggle for life, the greater need of hospitals and 
nurses and chaplains to care for the wounded and the dying. 
The former makes religion and philanthropy the enemy of 
progress: the latter reconciles them by making progress 
not worth having. 

Which is right? Neither. Yet truth lies between two 
falsehoods. The golden mean shades into the dark 
extremes. In a sense, therefore, we may truly say that 
both these pictures are true to philanthropy as it is, that 
neither of them is true of philanthropy as it ought to be. 
Sometimes we may rejoice that doctors disagree, especially 
if the diagnoses are very bad. It leaves us free to use our 
more optimistic common sense. 


What, then, are some of the practical aspects of philan- 
thropy which lend the color of truth to these diametrically 
opposing views? In the words of the subject you have 
formulated for me, what are some of the false methods 
which are hindrances to social betterment? 

First, let us consider two conspicuous hindrances to 
progress with which the practical worker has constantly 
to deal, — lack of organization and excess of organization. 
Lack of organization means inefficiency, absence of co-op- 
eration, waste of individual effort. It leads to the survival 
of the unfit, the impostor, the hypocrite, the parasite, the 
helpless, the lazy, the pauper, the mean man. Excess of 
organization means rigidity, uniformity, routine, mechani- 
cal perfection, degenerating finally to automatic machine 
methods, which tend to produce the very evils they were 
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designed to cure. There is nothing strange or novel in 
this paradox. In politics we have already learned by 
bitter experience the difference between the legitimate 
organization and the so-called “machine.” There is pro- 
found wisdom in the popular distinction between the two. 
Organization is the instrument of reform, the method 
of intelligent co-operation for public good. The “ma- 
chine” is the weapon of corruption, the enemy of 
reform, the means of subverting the public welfare to 
unintelligent or selfish ends. Organization must often be 
perfected, strengthened, elaborated, to the end that the 
“machine” may be wrested from the enemy’s hands, 
remodelled, and turned to useful work, or smashed. A 
large part of the cost and waste of progress is to be found 
in this struggle of the new organization with the old 
machine, in the reformation of existing agencies, in the 
destruction of what cannot be redeemed. This is the 
meaning of the word “reform.” But, strange to say, just - 
when the victory is won, the organization which has 
served its end so well, tends itself to become a machine; 
and the work of reform begins anew. 

I cannot and need not pause here to pay tribute to the 
splendid work of Associated Charities, or other voluntary 
forms of charity organization in our own and other coun- 
tries, or to urge the social suicide of failure to push for- 
ward in such work. I venture only in the brief time al- 
lotted me to assume the thankless réle of critic, and sug- 
gest the dangers of excess. If I read the facts aright, the 
comparative student of philanthropic work and workers 
cannot fail to be impressed and depressed by the predomi- 
nant importance which American charity organizers seem 
to attach to the elaboration of the great, automatic, im- 
posture-detecting, charity-dispensing machinery. Charity 
organization cannot safely attempt to make charity a 
machine industry. It is the testimony of some of those 
who have had longest and most varied experience that 
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elaborate book-keeping, checks and counter-checks, become 
of less importance ‘as the charity work becomes really 
earnest, efficient, personal. “If you really mean to take 
hold of a person and save him,” said a well-known author- 
ity to me recently, “it isn’t so much matter about the 
records of what he has or has not done in the past. I 
confess I often fail to look up my index till after I have 
embarked on the case. It is the hard, earnest, individual 
labor that counts; and, if that is really undertaken at 
all, the visitor in charge of the case is bound to get at the 
bottom facts better than any one else can.” Not to keep 
books, to collect and dispense money, and to detect fraud, 
but to inspire citizens to become “visitors” and under- 
take this “hard, earnest, individual labor,” is the function 
of organized charity. Not to replace, but to increase, in- 
dividual effort is the aim. 

An illustration of the allurements, the benefits, the 
possible dangers, of machine organization is, to be found in 
the “ pool system,” — the system by which all the recog- 
nized charities of « locality issue a joint appeal to all the 
subscribers, and then divide the proceeds on a prear- 
ranged scale. This is simplicity itself for the giver. One 
entry in his account book suffices for all, — Charity, 1897, 
fifty dollars. It is the “penny in the slot” machine 
applied. The poor you still have with you always, but 
the collector only once a year. Whata relief! You need 
be charitable but once a year. By this annual or periodic 
benevolence you contribute to a pool of Bethesda whose 
healing waters shall be troubled to order whenever an 
unfortunate approaches the bank ; to a reservoir of mercy 
whence benevolence shall be piped to every quarter of the 
city; to be on tap at high pressure in every institution, 
and ready to flow at the touch of the official hand. The 
perfection of organization, it works like a fire depart- 
ment or an ambulance corps. Now some such machinery 
as this is the ideal of certain enthusiasts. True, these are 
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only tendencies, not necessary evils. In the hands of 
earnest, vigilant, and devoted men and women, such labor- 
saving machinery might do admirable work. But beware 
of anything which seems to teach people that charity con- 
sists in distributing money, or distributing anything short 
of themselves. 

There is a second set of mechanical dangers, even more 
insidious and alluring, and almost universal in charitable 
organization the world over,—the dangers of having as 
figure-heads and directors of charitable and philanthropic 
enterprises people who do not really direct. There is a 
certain kind of begging letter with which the world of 
notables is very familiar, —a letter asking a certain person 
of influence to become titular head of a certain society, 
and at the same time carefully explaining that the official 
duties will be absolutely nil or nominal. A man ought to 
feel insulted by such a request. Public opinion must be 
educated till those who accept office in charitable or phil- 
anthropic work accept the responsibilities of office with 
the same standards of faithfulness that apply to commer- 
cial positions of trust and responsibility. If charity is to 
eujoy self-respect and the respect of the community, it 
must at least be business-like ; but, unfortunately, it must 
be confessed that the standard of directoral responsibility 
and intelligence in business affairs is very low. ‘ How is 
it,” said one of our great railway magnates to his confi- 
dential adviser, “that the president of yonder rival road 
always finds out our plans? How can we stop that leak?” 
“By making him one of your directors,” was the cynical 
reply. None the less, the public must get over wanting 
to have big names conspicuous in places where the owners 
of the names are conspicuous by their absence. The in- 
fluential citizen must be educated to forego the gratifica- 
tion of the sense of importance which figure-heading 
brings. The director of everything is probably the direc- 
tor of nothing. He is only an advertisement of the ma- 
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chine, and a misleading advertisement at that. He draws 
subscriptions ; and, when the day of reckoning comes, his 
reputation is often used to whitewash things that will not 
wash in any other way. 

It is, therefore, a matter of congratulation that the 
wisest organizers have recognized these evils, and are turn- 
ing their attention more and more towards preventive edu- 
cational work: education and training of workers; educa- 
tion of the general giving public ; education of congenital 
philanthropists with perennial crops of new schemes to be 
supported; education, if possible, of law-makers and of- 
ficials. To this end, literature, lecture courses, and other 
means of enlightenment and training must play a con- 
stantly increasing part in the organized philanthropy of 
the future. On the other hand, one of the most difficult 
and most important educational functions which an asso- 
ciation can assume is that of habitual expert inquiry and 
investigation in regard to existing or proposed philan- 
thropic agencies. As the programme of a voluntary un- 
official organization, this work of inquiry and censorship 
is always beset with grave difficulties at the start. Such 
inquiries at first meet with persistent snubs from institu- 
tions and officials. Snubbing, however, has the good effect 
of making the inquirer careful, accurate, and correspond- 
ingly influential in the long run. Experience shows 
clearly that the opinion of such a body of candid experts 
gains greater and greater weight with the contributors 
upon whom the various organizations depend. An altru- 
istic system of blackmail in the interests of virtue has 
something to commend it. 

Such frank and fearless watchfulness and helpfulness is 
one of the great needs of every well-endowed community, 
and a need which increases with time. There is scarcely 
a community of any age and size in which there are not in- 
stitutions which have outlived their usefulness, failed to 
do their duty, misappropriated their collections, turned 
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into machines, actually done harm, and to just that ex- 
tent justified the evolutionary strictures which, I said, were 
partly true. Frank, fearless, constructive, and destruc- 
tive criticism of official and unofficial charity by a body of 
men and women whose power is the power of intelligence, 
disinterestedness, accuracy, mutual confidence and sup- 
port,—this alone can prevent institutions from outliving 
their usefulness, organizations from becoming machines, 
endowments and revenues from producing the unfit. 
This alone can prevent the sympathetic public from put- 
ting its faith and its money in wasteful and worthless 
enterprises which demoralize those who give and those 
who receive. It is this alone which could tell the be- 
wildered subscriber whether he might safely contribute to 
such or such a philanthropic pool. 

Think not that I exaggerate the necessity for such 
critical education. That were not an easy thing to do in 
these credulous days. The age of miracles is past, we are 


told; but not the age of believing in them. In plain | 


English the public still likes to be philanthropically hum- 
bugged and gulled, still sets a premium on charlatanism. 
Who does not know that, if you come to the people with a 
scheme which may, under favorable circumstances, promise 
success of some moderate sort, they will have nothing to 
do with such a half-hearted affair? Hearts, minds, and 
purses shut with an audible snap. If, on the other hand, 
you come forward with some impossible scheme of uni- 
versal regeneration, there is no end to the money and en- 
thusiasm your plans may evoke. This is why, to the shame 
of many an intelligent community, scientific charity often 
receives such meagre and grudging support. This is the 
explanation of the extraordinary support to be obtained 
for sensational and extravagant enterprises in our day. It 
is just because of the audacity of their plans and preten- 
sions. When you have the statistics of salvation and re- 
generation all before you; when you can be assured posi- 
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tively that five-and-twenty dollars is the average cost of 
saving a lost soul, of regenerating a fellow-being, of rescu- 
ing a brand from the eternal burning,— how can you re- 
fuse to redeem souls at such fabulously low figures? Such 
an arrangement has all the attraction of a bargain counter; 
and the modest pretensions of hard-working reformers, 
who do not deal in the market quotations of human souls, 
who promise no miraculously cheap bargains slightly 
damaged by fire, obviously do not attract the bargain- 
hunting world. Even those blind givers who delight in 
the titular patronage of good works of which they know 
next to nothing, who are in no danger of the sin of letting 
the right hand know what the left is doing, for the 
simple reason that they could not tell if they tried,— even 
these kindly and ostentatious souls sometimes object to 
being rescued from the clutches of visionaries and im- 
postors by the detective work of charity experts. They 
find such frank undeceiving a sad contrast to the adulation 
of reckless or visionary or fraudulent promoters of seduc- 
tive schemes for the alleged regeneration of mankind in 
general. Surely, the economics of moral redemption call 
for drastic educational propaganda, which shall teach 
people to encourage sound enterprise, and not to court 
failure and encourage charlatanism by expecting or de- 
manding the impossible. Miracles, like cheap bargains, 
will be in the market as long as there is an active, paying 
demand for them. A philanthropic consumers’ league, 
with a white list of deserving enterprises, would be good 
for those who give and those who receive. 

There is a vast difference between the machinery of or- 
ganization and the organization of a machine. It is to be 
admitted, also, that, whatever we may think of machines 
in general, most of us have pathetic confidence in the 
efficacy of some new and untried invention. I had a 
friend who was one of the most loving and lovable of 
men. His hand was always open to the needy, his 
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heart was a healing spring of sympathy, his ear was 
keenly sensitive to tales of woe. But when the too fre- 
quent impostor had been detected, when he knew that 
his soul had been harrowed by a lie, that the bread of the 
suffering had been stolen and pawned by a cheat, his 
wrath waxed hot. On one of these occasions he recom- 
mended to me a mechanical device for the detection of 
virtue, and charged me as a sociologist to propagate its 
use. It was called The Touchstone of Virtue, or the Com- 
bined Work Test and Hydropathic Cure. It was sim- 
plicity itself. It consisted of a deep covered vat, or tank, 
with appliances for turning on a definite supply of water. 
In the middle of the vat stood.a hand pump, capable, 
when diligently exercised, of expelling the water as fast 
as it flowed in. On the wall was an illuminated Scripture 
motto,— “ He that will not work, neither shall he eat.” 
The applicant for charity was first medically examined, 
to see if he were strong enough to work. He was then 
lowered into the vat, the cover was adjusted, the water 
turned on, and the patient left to pump out his own sal- 
vation. Two hours later the cover was removed; and 
the cook or the coroner notified, as the case might 
require. 

Charity has not yet got beyond the need of some such 
tank or vat. It is an indispensable adjunct to the philan- 
thropic pool of Bethesda, already described. In all ear- 
nestness I advocate its use. Hear, therefore, the interpre- 
tation of the parable. 

The tank is a workhouse, run on a reformatory plan, 
with an indeterminate sentence and every known device 
for detecting germs of virtue and stimulating its growth,— 
to the end that the prisoner may be reformed and become 
fit to re-enter society and set free from the bonds of his 
own vices. The pump is the gospel of work, of oppor- 
tunity, self-help, and temperance. There are two exits 
from these tanks. The one is called improvement, and 
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stands forever open. The other is death. The medical 
examination is the separation of the weak and incapable, 
that the utmost may be done for them in hospitals, homes 
for incurables, asylums, or retreats for feeble-minded. 
Within the walls of these tanks is no marrying or giving 
in marriage, or breeding of the unfit. They are the phil- 
anthropic monasteries and nunneries of the twentieth 
century,— that our maxim may be fulfilled, and the unfit 
either cease to be produced or cease to reproduce. And 
the life of the celibates within shall be better than their 
old life of liberty, which is thraldom to sin; for they are 
delivered from the mastery of their lower selves, their 
steps are turned towards the open door of improvement 
and the road of restoration. Within is no drunkenness, 
no licentious debauch, no trampling on the sacred right 
of the next generation to be well born. Before the gates 
of this reformatory, along the upward and the downward 
path, are the organizations of scientific charity, giving 
comfort, help, encouragement, and temporary refuge to 
the discouraged men and women who are on the down- 
ward road of degeneration to the tank or toiling on the 
upward way of restoration. 

Thus shall the hereditary burden of pauperism, disease, 
and crime grow less, and not greater, from generation to 
generation. The tramp shall cease to be a burden, the 
unemployed shall be fewer in the land, and charity shall 
injure no one whom it tries to help. But the struggle for 
the higher and yet higher life will still go on. The rela- 
tively weaker and unfit will still need the self-sacrifice of 
the wisest and the gentlest helpfulness. The hospital, the 
reformatory, the machine, may not utterly cease from the 
land; for to human progress we happily can see no end, 
and there is no forwards without a backwards, no higher 
without a lower, no up without a down. 

Thus is the real paradox solved, the sacrifice of the 
strong to the weak reconciled with progress, because 
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intelligent self-sacrifice of the strong to the weak makes 
the strong stronger and the weak more strong. To him 
that hath the capacity to receive shall be given the price- 
less boon of opportunity, and from him that hath not shall 
be taken away the power of degrading himself and society. 
The philanthropy of the future will be wise as the ser- 
pent and gentle as the dove. With these two emblems 
conspicuous upon its banners, the motto liberty, equality, 
fraternity, may safely float above the lower alternative 
standard of liberty, equality, and natural selection. Here 
lies the golden mean we sought. The riddle of philan- 
thropy and progress is answered, the hydra-headed sphinx 


of evolution satisfied. 
EDWARD CUMMINGS. 








THE TARIFF ACT OF 1897. 


THREE or four years ago nothing seemed more improb- 
able than the enactment of a measure affirming once more 
the principle of all-embracing protection, and putting it 
in effect with a vigorous hand. After the passage of the 
tariff act of 1890— itself the outcome of a contest not 
settled by any decisive victory —the protectionist policy 
met with great and unquestionable reverses at the polls. 
The Congressional elections of 1890 brought a crushing 
defeat for the Republicans: the presidential election of 
1892 resulted in another defeat even more decisive. By 
1892 the issue, after two more years of debate, was clear ; 
and the verdict seemed to be deliberate. The trial of 
high protection had not taken place under unfavorable 
conditions. There had been no industrial depression, no 
overt indications of impending ill-fortune. If under these | 
fortunate conditions the Republican party was beaten by 
an overwhelming vote in the electoral college, the con- 
clusion seemed to be warranted that the community had 
wearied of the demand for more and still more protection, 
and desired a return to a moderate customs policy. 

Nor was there anything in the tariff legislation of 1894 
which invited a reaction, The act of that year did no 
more than prune the protective duties. One single in- 
cisive change of wide effect was made,— the free adinis- 
sion of wool, and, as a necessary consequence, the remodel- 
ling of the duties on woollen goods. With this exception, 
the bill, even as first introduced in the House of Repre- 
sentatives, was by no means a radical measure; while, as 
finally passed after amendment by the Senate, it was 
regarded by the advocates of lower duties as an anxiously 
conservative one. That it failed to satisfy its chief pro- 
moters was made clear by the action of President Cleve- 
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land in permitting it to become law without his signature. 
Once it was enacted, the community heaved a sigh of 
relief, and dared to hope that from this quarter there 
would be for a space no further threat of uncertainty and 
disturbance. 

If this reasonable expectation has now been disap- 
pointed, the explanation is to be found, not in any demon- 
strable change in public feeling, but in the kaleidoscopic 
overturn in the general political situation. Presto, 
change: the tariff is shoved aside as the party issue, and 
the currency takes its place. The stormy session of 1893, 
in which the silver purchase act of 1890 had been repealed, 
foreshadowed the coming overturn: the commercial crisis 
of 1893, and the years of depression which followed, com- 
pleted it with surprising quickness. Ever since the de- 
moralizing days of the excessive paper issues of the civil 
war, periods of depression have favored the growth of the 
party of cheap money. The free silver party, now the. 
party of cheap money, found its hold strengthening in 
the South and West, and finally captured the Democratic 
organization. In the South, always the main seat of the 
political strength of the Democrats, the tariff question 
had for some time been holding its dominant place largely 
as a matter of tradition. The opposition to protection 
had been inherited from the political tenets of ante-bellum 
days, and the tariff issue was easily displaced by the new 
and burning question. The majority of the Democrats of 
the new generation were won to the free silver side; the 
old leaders were contemptuously discarded; the political 
centre of gravity suddenly shifted. The Democrats being 
pledged defiantly to one side, the Republicans had no 
choice but to take the other. Thus the election of 1896 
turned directly on the question of the free coinage of 
silver. The popular verdict was clear on that question, 
and on that only. 

It was not to be expected, however, that the Republican 
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party would desert its old faith, or suddenly turn with 
whole and single heart to the new issue forced upon it. 
For years — almost for generations — the Republicans had 
been fencing and compromising on the various phases 
which the currency question from time to time assumed. 
Moreover, the depression which set in after the crisis of 
1893 made an opportunity for the apostles of high protec- 
tion as well as for those of free silver. Both parties in 
the newspaper tariff controversy had predicted a general 
rush of prosperity, the one from high duties, the other 
from low duties. As the years succeeding 1893 grew 
blacker and blacker, the stanch protectionists had the 
opportunity to cry, “ We told you so: let us return to the 
policy of prosperity.” In the early part of 1896, before 
the silver issue had forced itself to the front, the Re- 
publicans had resolved to stake the issue once more 
on protection; and it had accordingly been settled that 
Mr. McKinley was to be the party candidate for the 
Presidency. What might have been the outcome of a 
campaign in which the tariff was the single issue cannot 
be said, though the general conditions at the moment 
certainly were favorable to the party not in power. Fate 
willed it that the campaign perforce centred on silver. 
But, after all, the Republicans were here on the defen- 
sive. As to the currency, they undertook only to main- 
tain the status quo; while on the tariff, though it might 
be in the background during the campaign, they were 
on the offensive, and engaged to legislate afresh at the 
first opportunity. 

This difference in disposition as to the two problems 
became more pronounced when the smoke of battle cleared 
away, and the next move was in order. While the popu- 
lar and electoral votes had been clearly for the Republi- 
cans, the complexion of the national legislature was not 
so altered as to give them a free hand on either tariff or 
currency. In the Senate they had no controlling majority 
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without the aid of silver votes. On the currency question 
the party, as such, could do nothing,— certainly nothing 
without dissension and recrimination. But on the tariff 
question something could be done at once. The occasion 
for action was the more urgent because of the condition 
of the finances. With a deficit in the Treasury operations 
for several successive years, and with no fair prospect for 
financial recuperation, the need for some fresh revenue 
legislation was imperative. Hence President McKinley, 
in calling the extra session of 1897, asked Congress to 
deal solely with the import duties and the revenue. The 
nature of the provisions for increasing the revenue and 
their probable effects will be considered presently. They 
were affected, as all parts of the tariff act were, by the 
peculiarities of the political situation,— by the anxious 
desire to arouse no internal party strife on other issues and 
to secure the prompt passage of some sort of protective 
measure. The two questions of industrial policy on the ° 
one hand, of legislation for revenue on the other, ought, 
indeed, to be considered separately. But in the history 
of tariff legislation in the United States, as in that of 
inost other countries, they have been constantly inter- 
woven; and so they were in this case. What with the 
undeniable need of revenue, the comparative ease with 
which party strength could be consolidated on the ques- 
tion of protection, the old predilection of all the leading 
spirits among the Republicans for that issue, and the 
clearly expressed wish of the President, the tariff at the 
extra session received exclusive consideration. Thus 
the first fruits of the election of 1896 were legislation, not 
on the question which had been uppermost in the cam- 
paign, but on the tariff question, on which no clear and 
unequivocal evidence of popular feeling had been secured. 

The legislative history of the measure was instructive, 
and in some respects showed striking contrasts with that 
of its predecessor of 1894. In the House the bill was 
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reported by the Committee on Ways and Means as early 
as March 18, within three days after the session began. 
This extraordinary promptness was made possible by 
methods that paid scant respect to the letter of the law. 
In theory of law, so long as the new Congress had not met, 
no one was authorized to take any steps towards legisla- 
tion at its hands. But, long before this, it was settled 
that Mr. Reed was to be once more Speaker, and he was 
uble to intimate that the existing Committee on Ways 
and Means was to remain substantially unchanged in the 
next Congress; and, during the holdover session of 1896- 
97, that committee accordingly was at work on the tariff 
bill, and was able to present it to the new Congress 
immediately on its assembling. Mr. Dingley, already 
chairman of the committee in the Fifty-fourth Congress 
(1895-97), was again to be chairman for the next; and 
his name was attached in popular discussion to the new 
measure which he was able to present with such celerity. 

The action of the House was as prompt as that of its 
committee. Within less than two weeks, on March 81, 
the bill was passed. Only a comparatively small part 
of it had been considered in the House: no more than 
twenty-two of the one hundred and sixty-three pages 
were taken up for discussion. In the main, the com- 
mittee scheme was adopted as it stood, being accepted 
once for all as the party measure and passed under the 
pressure of rigid party discipline. The whole procedure 
was doubtless not in accord with the theory of legislation 
after debate and discussion. But it was not without its 
good side also. It served to concentrate responsibility, 
to prevent haphazard amendment, to check in some meas- 
ure the log-rolling and the give-and-take which beset all 
legislation involving a great variety of interests. Under 
the iron rule of the Speaker, the House gave the session 
to the enactment of a deliberately planned tariff bill, and 
to that only. Whether or no this particular measure was 
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to one’s fancy, the mode in which it was dealt with in the 
House was conducive to order and responsibility, and was 
not without its hopeful aspects for the future of procedure 
in the national legislature. 

In the Senate progress was slower, and the course of 
events showed greater vacillation. The bill, referred at 
once to the Senate Committee on Finance, was reported 
after a month, on May 8, with important amendments. 
There was an attempt to impose some purely revenue 
duties; and, as to the protective duties, the tendency 
was towards lower rates than in the House bill, though 
on certain articles, such as wools of low grade, hides, and 
others (of which more will be said presently), the 
drift was the other way. The Senate, however, paid 
much less respect than the House to the recommendations 
of the committee in charge. In the course of two months, 
from May 4 to July 7, it went over the tariff bill item 
by item, amending without restraint, often in a perfunc- 
tory manner, and not infrequently with the outcome set- 
tled by the accident of attendance on the particular day ; 
on the whole, with a tendency to retain the higher rates 
of the House bill. As passed finally by the Senate on July 
7, the bill, though it contained some 872 amendments, fol- 
lowed the plan of the House Committee rather than that 
of the Senate Committee. As usual, it went to a Con- 
ference Committee. In the various compromises and ad- 
justments in the Senate and in the Conference Committee 
there was little sign of the deliberate plan and method 
which the House had shown, and the details of the act 
were settled in no less haphazard fashion than has been 
the case with other tariff measures. As patched up by 
the Conference Committee, the bill was promptly passed 
by both branches of Congress, and became law on July 24. 


So much deserves to be recorded as to the conditions 
under which the new tariff was passed. In what manner 
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they affected its general provisions and some of its details 
will appear from a consideration of the more important 
specific changes. 

First and foremost comes the reimposition of the duties 
on wool. As the repeal of these duties was the one im- 
portant change made by the act of 1894, so their restora- 
tion in the act of 1897 is its salient feature. The duties 
on wool, it will be remembered, had been arranged for 
a long series of years before 1894 in three classes; the 
closely allied classes of clothing and combing wool being 
the first and second, and carpet wool the third. On the 
former the precise rates which had been imposed in the 
tariff act of 1890 are restored. Clothing wool is subject 
once more to a duty of eleven cents a pound, combing 
wool to one of twelve cents. Carpet wool is subjected 
to new graded duties, heavier than any ever before levied. 
If its value is twelve cents a pound or less, the duty is 
four cents; if over twelve cents, it is seven cents. 

Some years ago, when commenting on the tariff act of 
1894, I was so rash as to say that the free admission of 
wool was a change which had come to stay.* Events 
have falsified the prediction. Here we have duties on 
wool as high as ever, in some ways higher than ever. 
Yet the political and economic probabilities in 1894 were 
such as to invite the forecast. The astonishing growth 
of all manufactures, uninterrupted before and after that 
date, made it certain that the United States under any 
tariff conditions would be a great manufacturing country, 
and seemed to justify the belief that the desire for free- 
dom in the use of materials would become stronger, the 
prospect of an expanding foreign trade more tempting, 
the demand for protection to domestic industries less 
vehement. The need of foreign wool for clothing the 
people of the United States and the inadequacy of the 
domestic supply were clear then, and indeed have become 


*In an article in the Political Science Quarterly for December, 1594. 
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more clear in the intervening years. In the woollen man- 
ufacturing industry itself it was to be expected with 
confidence that, once the transition to free wool accom- 
plished, the manufacturers would oppose a return to the 
old régime. And, as it proved, the manufacturers ex- 
pressed themselves in terms surprisingly strong on the 
disadvantages, from their point of view, of a return to 
the wool duties.* If the change, nevertheless, has been 
made, the explanation is to be found mainly in the unex- 
pected turn of the political wheel. 

Wool is the article as to which it can be said with 
greatest truth and greatest plausibility that the farmer 
gets his share of the largesses of protection. It is true 
that in 1892 the farmers of Ohio and of other central 
States seemed to show that they were indifferent to the 
attraction; for in that year a whole row of central States 
had voted against the party of protection, and in Ohio 
itself the victory of that party had been so narrow as to. 
be equivalent to a defeat. It is true also that the main 
effects of the duty on wool would certainly be to stimulate 
the activity and increase the profits of the large wool- 
growers in the thinly settled trans-Missouri region, rather 
than to benefit substantially the farmers proper.t But 

***Never until he had experience under free wool did the manufacturer 
realize the full extent of the disadvantage he suffers by reason of the wool 
duty, and the impossibility, by any compensating duty, of fully offsetting these 
disadvantages.’’ So much was said in the statement made before the Ways 


and Means Committee by the secretary of the Wool Manufacturers’ Associa- 
tion. Bulletin of the Wool Manufacturers, March, 1897, p. 84. 


+In a formal communication to the Ways and Means Committee the Wool 
Manufacturers’ Association used the following language: ‘‘ The real explana- 
tion of these extraordinary demands lies in the fact that the wool-growers of 
the Middle West find themselves in need of protection against their American 
competitors west of the Mississippi River. It was not the imports under the 
McKinley law, but the cheaper-grown wools of the Far West, which made 
wool-growing relatively unprofitable on the high-priced lands of Ohio, 
Michigan, Pennsylvania. Every further expansion of the ranch industry 
must increase the effects of this competition. An enormous tariff on wool, 
such as is proposed, would overstimulate this ranch industry, by its promise of 
excessive profits, and would thus still farther increase the difficulties of the 








50 QUARTERLY JOURNAL OF ECONOMICS 


the determination to give evidence of fostering care for 
the farming interest was too strong to be affected by such 
considerations. The silver party had posed ostentatiously 
as the special friend of the debtor and the farmer. The 
Republicans, having pushed forward the tariff as their 
first strong card, must needs do something for the farmer ; 
and heavy duties on wool were the natural result, con- 
sistent at once with the established party policy and with 
the long-continued and earnest contention of President 
McKinley himself. 

One other part of the wool duties served to show how 
the general political complications affected the terms of 
the tariff act. The duties on carpet wool, as has already 
been noted, were made higher than ever before. In the 
House the rates of the act of 1890 had been retained; 
but in the Senate new and higher rates were inserted, 
and, though somewhat pruned down in the Conference 
Committee, were retained in the act. They were de- 
manded by the senators from some States in the Far 
West, especially from Idaho and Montana. These sen- 
ators, though Republican, were on the silver side 
in the monetary controversy, and so by no means in 
complete accord with their associates. They needed to be 
placated ; and they succeeded in getting higher duties on 
the cheap carpet wools, on the plea of encouragement for 
the comparatively coarse clothing wool of their ranches. 
It had been shown time and again, on the very principles 
of protection, that carpet wools were not grown in the 
country, and that those imported did not affect to any 
appreciable extent the market for domestic wool. But 
the Western senators, who held the balance of power, 


Middle-West farmer.” Bulletin of the Wool Manufacturers, June, 1897, p. 133. 
The wool-growers had at first asked a duty of fifteen cents a pound on clothing 
and combing wool, and finally had proposed, as an “‘ ultimatum,’’ twelve cents. 
The manufacturers had offered to join in recommending duties of eight and 
ten cents (graded by value) on clothing wool, and of nine and eleven cents on 
combing wool. In the act the growers got substantially their ultimatum,— 
eleven cents on clothing wool, twelve cents on combing wool. 
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were able none the less to secure this concession to their 
demands. It deserves to be noted, on the other hand, 
that the Senate had been disposed to lower the duties on 
clothing and combing wool. The Finance Committee had 
proposed rates of eight and nine cents a pound, and the 
Senate itself had voted rates of ten and eleven cents; the 
reduction being due to the influence of the textile manu- 
facturers, who were opposed to the high duties not only 
because of the price added on the raw material, but also 
because of the still higher duties on their own products 
which would be entailed. But in the Conference Com- 
mittee the House rates of eleven cents on clothing wool 
and twelve cents on combing wool were restored, and so 
appear on the statute book. 

The same complications that led to the high duty on 
carpet wool brought about a duty on hides. This rawest 
of raw materials had been on the free list for just a quarter 
of a century, since 1872, when the duty of the war days 
was repealed. It would have remained free of tax if the 
Republicans had been able to carry out the policy favored 
by the great majority of their own number. But here, 
again, the senators from the ranching States were able 
to dictate terms. In the House bill hides had still 
remained on the free list. In the Senate a duty of 20 
per cent. was tacked on. The rate was reduced to 15 
per cent. in the Conference Committee, and so remains 
in the act. 

The restored duties on wool necessarily brought in their 
train the old system of high compensating duties on wool- 
lens. Once more we have the bewildering combination 
of specific duties to compensate for the charges on the 
raw material, and ad valorem duties for protection. In 
the main, the result is a restoration of the rates of the act 
of 1890. There is some upward movement almost all 
along the line; and the ad valorem duty alone, on the 
classes of fabrics which are most largely imported, creeps 
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up to 55 per cent. Just thirty years before, in 1867, 
when the system of compound duties on woollens was 
first carefully worked out, it rested on the assumption 
that a “net” protection of 25 per cent. was to be se- 
cured. But the ad valorem rate, which is designed to give 
this net protection, advanced steadily in the acts of 1883 
and 1890, and in the act of 1897 has reached 55 per 
cent. Who would venture now to say that this is high- 


water mark ?* 
On cotton goods, on the other hand, the tendency is to 


* The drift of the changes from the rates of 1890 is shown by the follow- 
ing figures as to the two classes of goods which are most largely imported : — 


DUTIES ON WOOLLEN CLOTHS. 
1890. 1897. 
(1) If worth 30 cents or less per pound, 
33 cents per pound plus 40 per cent. (1) If worth 40 cents or less 
per pound, 
(2) If worth between 30 and 40 cents per ts per a plus 80 per cent. 
pound, 38} cents per pound plus 40 ReneS F » - 
per cent. 
f (2) If worth between 40 and 70 cents per 
(3) If worth more than 40 cents per 1 pound, 44 cents per pound plus 50 


pound, 44 cents per pound plus 50 per cent. 
per cent. (3) If worth over 70 cents per pound, 


44 cents per pound plus 55 per cent. 


DUTIES ON DRESS GooDs. 
1890. 1897. 


(1) Cotton warp, worth 15 cents a yard 


or less, 7 cents a yard plus 40 per | (1) and (2) the same; but with the pro- 


viso that the ad valorem duty shall 


cent. 

(2) Cotton warp worth more than 15 be 55 per cent. if the value is over 
cents a yard, 8 cents a yard plus 50 70 cents per pound. 
per cent. 


per yard plus 50 per cent; but with 
the proviso that the ad vaiorem duty 

t shall be 55 per cent. if the value ex- 
ceeds 70 cents per pound. 


J (3) If the warp has any wool, 11 cents 


(3) If the warp has any wool, 12 cents a 
yard plus 50 per cent. 


It will be observed that on dress goods (of which some $20,000,000 worth 
was imported in 1896) the customs officers will have to ascertain, first, whether 
the warp consists ‘‘ wholly of cotton or other vegetable material’: if so, 
whether the goods are worth more or less than 7 cents a yard ; if not, whether 
they are worth more or less than 70 centsa pound. All these circumstances 
affect the rate of duty, and obviously increase the difficulties of administration 


and the opportunities for evasion. 
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duties lower rather than higher as compared with those of 
1890. This is indicated by the drag-net rate, on manu- 
factures of cotton not otherwise provided for, which 
was 50 per cent. in 1890, and is 45 per cent. in 1897. 
There is, again, as in 1890, a rigorously elaborate system 
of combined specific and ad valorem duties on certain 
sorts of goods selected for especially heavy rates, such as 
cotton stockings and hose, and plushes, velvets, corduroys. 
In the main, the cotton manufacturers held aloof from the 
new measure. The rates of the act of 1894 had been not 
unsatisfactory to them; and they may have feared some 
such policy in regard to their material as befell the wool 
manufacturers. In fact, the Senate, in the course of its 
tortuous amendments, inserted in the bill (apparently 
somewhat to its own surprise) a duty on raw cotton, 
designed to check the importation of certain kinds of 
Egyptian cotton whose fibre fits it for some special uses. 


But here no political complication within the Republican , 


party bolstered up the change; and this proviso, absurd 
enough, but no more absurd than those relating to carpet 
wool and to hides, disappeared in the Conference Com- 
mittee. 

Two large classes of textile goods are subjected to new 
and higher duties,—silks and linens. Silks had been 
subject to heavy ad valorem duties ever since the civil 
war, the rate having been 60 per cent. from 1864 to 1888 
and 50 per cent. since 1883. These duties have caused 
a great silk manufacturing industry to grow up under con- 
ditions and with results that may perhaps be fairly cited 
as illustrating the possible gains from protection to young 
industries. But while large classes of silk goods are no 
longer imported, other large classes continue to be imported 
in spite of the duties. On the latter the high ad valorem 
rates inevitably tempt to undervaluation and fraud; 
and, what with the large imports and the notoriously 
unsatisfactory administration of the ad valorem duty, 
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there had been from time to time proposals for specific 
duties. The difficulties of adjusting such duties, however, 
were great, in view of the greatly varying qualities of the 
goods and the absence of any manageable means of grad- 
ing the duties by external marks. In the act of 1897 this 
difficult task has been boldly undertaken. We find a new 
and complicated scheme of specific duties on silk piece 
goods. The general plan is to levy duties by the pound, 
which become heavier as the percentage of silk in the 
goods is larger and the goods themselves become finer ; 
with the general proviso that the duty shall in no case be 
less than 50 percent. Only a person minutely conversant 
with the details of the trade can judge what the effect of 
the new rates will be; but, from past experience as to 
the substitution of specific for ad valorem duties, it is 
safe to infer that they will usually far exceed the mini- 
mum of 50 per cent. on the value. It would seem also 
safe to infer that the administrative difficulties under the 
new schedule will be great, and perhaps greater than 
under the old. The exact determination of the percent- 
age in weight of pure silk in any given piece of so-called 
silk goods can hardly be an easy matter. Yet this must 
be precisely ascertained for the satisfactory administra- 
tion of the new duties. By way of example, we may note 
the application of the new graded schedule at a single 
point. The duty on certain kinds of silks is $1.80 per 
pound, if they contain 45 per cent. in weight of silk, and 
$2.25, if they contain more than 45 per cent. The same 
sort of gradation, bringing sudden great changes in duty 
as an obscure dividing line is crossed, runs through the 
whole schedule; and the temptation to false statement 
at the hands of the importer would seem to be as great 
as the difficulty of detection at the hands of the customs 
examiner. Both in the high range of rates and in the 
attempt at rigorous enforcement the new act here goes 
far beyond the act of 1890, making a new and important 
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advance in the application of the extreme protective prin- 
ciple.* 

The advance in the duties on linens is another step of 
the same sort, though one less likely to have a consider- 
able effect. In the act of 1890 linens in general had been 
subjected to a duty of 50 per cent., which had been re- 
duced in 1894 to the old rate of 35 per cent. For the 
first time in our tariff history certain linens are now sub- 
ject to specific duties, combined with ad valorem addi- 
tions. They are graded somewhat as cotton goods are: if 
the number of threads is sixty or less per square inch, the 

* The curious reader will find the details in paragraph 387, which fixes the 
duties on woven silk fabrics in the piece, not otherwise provided for. The 
same rates are applicable, under section 388, to silk handkerchiefs. The 


method of grading is exemplified further by the following summary state- 
ment of some of the rates first enumerated. 


Duties on silk piece goods : — 
(1) containing 20% or less in weight of silk,ifinthegum. ... . $0.50 per Ib. 
if dyed inthe piece . . 60 * 
(2) containing 20 to 30% in weight of silk,ifinthegum. ... . - * 
if dyedin the piece . . a * 
(3) containing 30 to 45% in weight of silk,ifinthegum. ... . 2 = « 
ifdyedinthe piece .. 110 “ 
(4) containing 30% or less in weight of silk, if dyed in the thread, 
ES eae ee ee ee es a ee ee = * 


other color =m * 
(5) containing 30 to 45% in weight of silk, if dyed in the thread, 


a6 6 ot O46 Oe eH ta &@ b+ hoon 116 1% 
othercolor 130 “ 


So the schedule goes on, the duties advancing by stages as the per cent. in 
weight of silk becomes greater, as the goods are dyed in the thread or yarn, 
as the goods are ‘‘ weighted in dyeing so as to exceed the original weight of the 
raw silk,” and soon. Goods of lighter weight (less than 1 1-3 ounces per yard) 
are subject to still higher duties ; those of lightest weight (1-3 ounce per yard) 
or less), to the highest duty of all, the maximum being $4.50 per pound. 

It deserves to be noticed that the woollen manufacturers, confronted with 
the undervaluation problem under the ad valorem duties on woollens, found 
it impossible to frame a scheme of specific duties. A special committee from 
their number, which attempted to devise such a scheme, found that ‘‘a wholly 
specific schedule is impossible, because of the thousands of variations —in 
weave, in texture, in materials, in finish— which distinguish woollen goods 
from those of all other textile manufactures.’’ See Bulletin of the Wool 
Manufacturers, March, 1897, p. 72. In the tariff bill as passed by the House 
the duties on woollens (over and above the compensating duty) had been made 
partly ad valorem and partly specific with gradations by value. But this 
additional complication in the woollens schedule was struck out in the Senate. 
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duty is one and three-fourths cents a square yard; if the 
threads are between sixty and one hundred and twenty, 
the duty is two and three-fourths cents; and so on,— plus 
80 per cent. ad valorem duty in all cases. But finer linen 
goods, unless specially provided for otherwise, are treated 
leniently. If the weight is small (less than four and one- 
half ounces per yard), the duty is but 85 per cent. On 
the other hand, linen laces, or articles trimmed with lace 
or embroidery, are dutiable at 60 per cent.,—an advance 
of 10 per cent. over the rate of 1890. The new specific 
duties on linens may cause some cotton mills to turn to 
cheaper grades of linens, such as towel cloth; but past 
experience warrants the expectation that most linen goods 
will continue to be imported, in face of the new duties. 
It was inevitable, under the political conditions of the 
session, that in this schedule something should again be 
attempted for the farmer; and, accordingly, we find a 
substantial duty on flax. The rate of the act of 1890 is 
restored,— three cents a pound on prepared flax, in place 
of the rate of one and one-half cents imposed by the act 
of 1894. Here, too, it is safe to say that no appreciable 
economic change will result. 

While the textile schedules thus show important 
changes from the rates of 1894, and in some cases rates 
even higher than those of 1890, the metal schedules, and 
especially that on iron and steel, are left very much as 
they were. Indeed, Mr. Dingley, in introducing the bill 
in the House, said that “the iron and steel schedule, 
except as to some advanced products, has not been 
changed from the present law, because this schedule 
seemed to be one of the two of the present law [the 
other being the cottons schedule] which are differentiated 
from most of the others, and made in the main protective.” 
Hence we find, as in the act of 1894, iron ore subject to 
duty at forty cents a ton, and pig iron at four dollars a 
ton. On steel rails there is even a slight reduction from 
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the rate of 1894,— $6.72 per ton instead of $7.84. On tin 
plate, that bone of contention under the act of 1890, there 
is a slight increase. The duty on this in 1890 had been 
two and one-fifth cents a pound; in 1894 it was reduced 
nearly one-half,— to one and one-fifth cents; now it is 
fixed at one and one-half cents. On coal, also, there is a 
compromise rate. The duty had been seventy-five cents a 
ton in 1890, and forty cents in 1894: it is now fixed at 
sixty-seven cents. 

On the other hand, as to certain manufactures of iron 
and steel farther advanced beyond the crude stage, there 
is a return to rates very similar to those of 1890. Thus, 
on pocket cutlery, razors, guns, we find once more the 
system of combined ad valorem and specific duties, graded 
according to the value of the article. It is not easy to 
unravel the meaning and probable effects of the compli- 
cated duties which have been imposed in these cases ; but 


it is clear that they are framed with a view to imposing : 


a very high barrier to imports, and yet are arranged on 
the system, vicious from the administrative point of view, 
of bringing sudden changes in duty as a given point in 
appraised value is passed.* 


* Pocket cutlery supplies a good example of the methods applied in the 
acts of 1890 and 1897 to the articles here mentioned. The rates of duty were: 


1890. 
Class. Duty. 

1) Value (per dozen) 50 cents or less. 12 cents (per dozen) plus 50 per cent, 
(2) Value 50 cents @ $1.50. 50 cents plus 50 per cent. 
(3) Value $1.50 @ $3.00. $1.00 plus 50 per cent, 

(4) Value over $3.00. $2.00 plus 50 per cent. 

1897. 
Class. Duty. 

(a) Value (per dozen) 40 cents or less. 40 per cent. 

(1) Value 40 @ 50 cents. 12 cents plus 40 per cent. 
(2) Value 50 cents @ $1.25. 60 cents plus 40 per cent. 
(8) Value $1.25 @ $3.00 per dozen. $1.20 plus 40 per cent. 

(4) Value over $3.00. $2 40 plus 40 per cent. 


It will be seen that on the cheapest knives there is a reduction in duty as 
compared with 1890; while on the higher cl , and especially on the second, 
there is an increase. The most effective change is that by which the line of 





| 
{ 
| 
| 
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Some other items in the metal schedule deserve notice. 
Copper remains on the free list, where it had been put in 
1894. Already in 1890 the duty had been reduced to one 
and one-fourth cents per pound. As the copper mines, 
almost alone among the great enterprises of the country, 
had been enjoying uninterrupted prosperity, even during 
the period of depression, and had been exporting their 
product on a great scale, no one cared a straw for the 
duty. For good or ill the copper duty had worked out 
all its effects years before. On the other hand, the 
duties on lead and on lead ore go up to the point at which 
they stood in 1890. Here we have once more the signs 
of concession to the silver Republicans of the Far West. 
A considerable importation from Mexico of ores bearing 
both lead and silver had brought ‘some competition with 
American mines yielding the same metals,— competition 
which could not well be helped as to the silver, since that 
would find its way to the international market in any 
case, but which could be impeded so far as the domestic 
market for lead was concerned. Accordingly, there is a 
substantial duty on lead, and on lead-bearing ore in pro- 
portion to the lead contained.* 
classification by value is shifted from $1.50 to $1.25,— a shift which caused 
many goods to come under class 3 in 1897 which were in class 2 in 1890, and so 
caused a great advance in the duty chargeable. It may be noted incidentally 
that the figure of $1.50, to mark the dividing line between classes 1 and 2, had 
been retained both in the House bill and in the Senate bill: the change to 
$1.25 was made at the last moment in the Conference Committee. It needs 
only a glance at the duties under these classes in 1897 to show how great will 
be the temptation to manufacture knives and to juggle with their value in such 
manner as to bring them below the dividing line of $1.25. The same vicious 
method of grading the duties on pocket-knives was followed in the act of 1894, 
though with somewhat lower rates. In 1890 and 1897 (not in 1894) the method 


was also applied to razors, table knives, and guns, and in 1897 to shears and 
scissors. The pertinent paragraphs of the act are numbers 153 to 158. 


* The duties in the recent tariff acts have been : — 


Lead ore per pound 
of lead contained, Lead per pound. 
th ks 6s © a ee ce 14 cents. 2 cents. 
a ee ee ee } cent. 1 cent. 


a a a a a 1} cents. 2} cents. 
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In general, the duties in the metal schedule have ceased 
to excite controversy, and even to arouse attention. 
Whether or no as a result of the application of the pro- 
tective system, the iron and steel industry has in fact 
passed the period of tutelage, and has become not only 
independent of aid, but a formidable competitor in the 
markets of the world. The extraordinary development of 
this industry during the last thirty years is one of the 
most remarkable chapters in the remarkable economic 
history of our century. To follow its course would carry 
us far beyond the limits of the present article. The 
discovery of the wonderful beds of iron ore on Lake 
Superior; the feverish development of the coal deposits of 
the Middle West; the amazing cheapening of transporta- 
tion by water and rail; the bold prosecution of mining, 
transportation, manufacturing, not only on a great scale, 
but on a scale fairly to be called gigantic,—all these have 


revolutionized the conditions of production; have called . 


for resource and genius in the captains of industry; have 
enabled the bold, capable, and perhaps unscrupulous to 
accumulate fortunes that rouse the uneasy wonder of the 
world ; have given rise to new social conditions and grave 
social problems. Something of the same sort has hap- 
pened in the growth of copper mining; though here the 
richness of the natural resources has counted far more, 
and the situation in general has been more simple. 
Among the forces which have been at work in these in- 
dustries protective duties have probably counted for much 
less than is often supposed. An eagle eye in divining 
possibilities, boldness and resource in developing them, 
skill and invention in designing the most effective me- 
chanical appliances,— these forces of character and of 
brains, developed by the pressure of competition in a 
‘strenuous community, and applied under highly favoring 
natural conditions, explain the prodigious advance. 
Hence we have seen not only prices steadily falling, and 
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the domestic market fully supplied, but the beginnings of 
an export movement. The greater cheapness of the crude 
material has promoted, again, the growth of the manu- 
factures which rest on it, and has given a further stimu- 
lus to the tool-making and machine-making industries, in 
which American ingenuity finds its most congenial field. 
These conditions are now permanent. Iron and steel, 
on which the material civilization of the modern world 
rests, are produced more abundantly than anywhere else, 
and at least as cheaply,—soon, if not yet, will be pro- 
duced more cheaply. With the wide diffusion of a high 
degree of mechanical ingenuity, of enterprise, of intelli- 
gence and education, it is certain that the United States 
will be, and will remain, a great manufacturing country. 
The protective system will be of less and less consequence. 
The deep-working causes which underlie the international 
division of labor will indeed still operate, and the United 
States will still find her advantages greater in some direc- 
tions than in others. The ingenuity of legislators will 
still find- opportunity to direct manufacturing industry 
into channels which would not otherwise be sought: 
witness some of the minor duties, complicated in form 
and weighty in effects, under the acts of 1890 and 1897. 
But the absolute effect, still more the proportional effect, 
of such legislation on the industrial development of the 
country will diminish. The division of labor within the 
country will become more and more important, while 
international trade will be confined more and more to 
what may be called specialties in manufactured commod- 
ities, and articles whose site of production is determined 
mainly by climate. Not only sugar (for the present), 
tea, coffee, and the like, but wool also belong in the 
class last mentioned, as to which climatic causes domi- 
nate; and the duties on wool, with those on -woollens 
in their train, are thus the most potent in bringing a 
substantial interference with the course of international 
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trade. But, on the whole, protective duties, however 
important they may be in this detail or that, cannot 
seriously affect the general course of industrial growth, 
and will affect it less and less as time goes on. Some 
indications of this trend are already to be seen in the 
eagerness with which a fresh opportunity for applying 
the protective system is welcomed, and even sought, by 
the party now dominant. And an important consequence 
is that this question can hardly avail much longer as a 
great issue in politics. As the great industries of the 
community become more and more indifferent to legisla- 
tive bolstering, the public will become more and more in- 
different to the protective controversy. 

A part of the new act which aroused much public 
attention, and which has an important bearing on its 
financial yield, was the sugar schedule,—the duties on 
sugar, raw and refined. It will be remembered that the 
act of 1890 had admitted raw sugar free, while that of . 
1894 had imposed a duty of 40 per cent. ad valorem. 
This ad valorem rate had produced a revenue much 
smaller than had been expected, and, indeed, smaller than 
might reasonably have been expected. Notwithstanding 
the insurrection in Cuba and the curtailment of supplies 
from that source, the price of raw sugar had maintained 
its downward tendency; and the duty of 40 per cent. 
had been equivalent in 1896 to considerably less than one 
cent a pound. In the new act the duty is made specific, 
as it had been before 1890, beginning with a rate of one 
cent a pound on sugar tested to contain 75 per cent., and 
advancing by stages until it becomes 1.65 cents on sugar 
testing 95 degrees. As commercial raw sugar usually 
tests somewhere near 95 degrees, the effective duty, and 
probably the revenue from this source, are doubled. On 
refined sugar the duty is 1.95 cents, which, as compared 
with raw sugar of the maximum content, leaves as pro- 
tection for the domestic refiner — namely, for the Sugar 
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“ Trust ”— an additional or“ differential” duty of 4 cent, 
precisely the differential given by the act of 1894.* 

The changes which this part of the tariff act underwent 
in the two Houses are not without significance. In the 
bill, as reported to the House of Representatives by its 
committee, and as passed by the House, the initial rate on 
the crudest sugar (up to 75 degrees) was the same as that 
finally enacted, one cent; but the rate of progression was 
slower (.03 cent for each degree instead of .035), and the 
final duty on the important classes of raw sugar in con- 
sequence somewhat less. The so-called differential, or 
protection to the refiners, was one-eighth of a cent per 
pound. In the Senate there was an attempt at serious 
amendment. The influence of the Sugar Trust in the Sen- 
ate has long been great. How secured, whether through 
party contributions, entangling alliance, or coarse bribery, 
the public does not know; but certainly great, as the 
course of legislation in that body demonstrates. The 
Senate Finance Committee reported an entirely new 
scheme of sugar duties, partly specific and partly ad va- 
lorem, complicated in its effects, and difficult to explain 
except as a means of making concessions under disguise 
to the refiners. But here, as on other points, the Senate 
treated its committee with scant respect, threw over the 
whole new scheme, and reinserted the rates of the 
House bill on raw sugar, but with an increased differ- 
ential, amounting to one-fifth of a cent, on refined sugar. 
So the bill went to the Conference Committee, with 
the differential alone in doubt. What debates and 
discussions went on in that committee is not publicly 
known. It is one of the curious results of our legisla- 


* The rates are : — 
On raw sugartesting upto75 degrees. .......4.4.-. 1 cent per Ib. 
For each additional degree . . . . 1. 6 1. ee es we eee ws“ # 
Hence raw sugar testing 95 degrees pays. . . . . .. 2.5. 1.65 “ “ 
And raw sugar testing 100 degrees pays . ........-. 1.825 “ “ 
1.95 Li “« 


Refined sugarpay8 .... 6+ e+. s ee ee ewes 
Leaving a difference between the refined sugar rate and that on 


raw sugar atthe 100 degreerateof ........468s 125 











THE TARIFF ACT OF 1897 63 


tive methods that the decisive steps are often taken in 
star chamber fashion. But it was credibly reported that 
the sugar schedule was the sticking-point,— that on this 
schedule, and this only, each branch was obstinate for its 
own figures. Finally, the Senate gave way. By slightly 
increasing the rate on raw sugar, and leaving that on 
refined at the point fixed by the Senate, the House se- 
cured the essential thing,— the retention of the status quo 
as to the differential in favor of the Sugar Trust. The re- 
sult certainly was in striking contrast to that of 1894. 
Then, too, there was a struggle between the House and 
the Senate on the protection of the trust,— not indeed on 
that alone, but on that conspicuously. Then the House 
had proposed to wipe out all duties, and so all protection ; 
while the Senate had proposed a substantial largess to the 
trust. After a struggle much longer than that of 1897, 
the House had given away, and its leaders had been com- 
pelled to make a mortifying concession to an unpopular . 
policy. The outcome in 1897 was, it is true, in substance 
not different. The differential is the same under the act 
of 1897 as it was under that of 1894; and the increase in 
the duty on raw sugar once more enabled the refining 
monopoly, as the one large importer, to make an extra 
profit, temporary but handsome, by heavy imports hurried 
in before the new act went into force. But the moral 
effect was very different. The House in 1897 had 
adopted the plan of leaving things as they were, and had 
successfully resisted the effort of the refining monopoly to 
secure more. The result was due mainly to greater party 
cohesion and more rigid party discipline, enforced by the 
genial despotism of the autocratic Speaker of the House. 

Certain sections of the act revive to some extent, but 
in somewhat new form, the policy of reciprocity which 
had been incorporated in the act of 1890.* One of these 
sections provides, in almost the exact phraseology of the 


* They are in sections 3 and 4 of the act of 1897, 
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earlier act, that the President, if satisfied that other coun- 
tries impose duties that are “reciprocally unequal and un- 
reasonable,” may suspend the free admission of certain 
specified articles,—tea, coffee, tonka beans, and vanilla 
beans,— and that these articles shall thereupon be subject 
to duty, coffee at three cents a pound, tea at ten cents, 
and soon. The act of 1890 had held out the threat of 
duties as to some other important articles,— sugar and 
hides. But these could not now be easily used for the 
reciprocity clauses, being dutiable in any case. Tonka 
beans and vanilla beans, even though imported mainly 
from the tropical parts of South America, can hardly be 
considered weighty substitutes. 

Quite different in purpose, and designed to reach coun- 
tries of the same rank in power and civilization as the 
United States, are some provisions which contemplate not 
fresh duties, but a reduction of those imposed by the new 
act. In the first place the President is authorized, “after 
securing reciprocal and reasonable concessions,” to sus- 
pend certain duties, and replace them by duties some- 
what lower. The articles on which reduction may thus 
be made are argol (crude tartar), brandies, champagne, 
wines, paintings, and statuary. The country aimed at 
is France. The higher duties on silks in the new act 
will especially affect this country, and may tempt her to 
reprisals. Her system of maximum and minimum duties, 
adopted in 1892, was expressly devised as a means of se- 
curing concessions in commercial negotiations. Now the 
United States follows suit, and arranges her own system 
of duties in such manner that concessions are provided 
for in advance. The whole has somewhat the effect of a 
comedy, each country enacting high duties which it does 
not really care to enforce, and offering concessions which 
it does not regard as real concessions. 

More important in its scope, but so limited as regards 
time and conditions that it will probably be without ef- 
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fect, is the next section, which contemplates commercial 
treaties for general reductions of duties. The President 
may conclude treaties providing for reductions of duty 
up to 20 per cent. on any and every article. But the 
treaties must be made within two years after the passage 
of the act. They may provide for reductions only 
through a period not exceeding five years. They must 
be ratified by the Senate, and further “approved by Con- 
gress”; that is, by the House as well as by the Senate. 
The other reciprocity arrangements, described in the 
preceding paragraphs, do not need the consent even of 
the Senate. The arrangement for a possible general re- 
duction of duties by 20 per cent. was not contained in 
the House bill, but was inserted by the Senate in the 
course of its amendment. Restricted as it is, the chance 
of its leading to any practical result is of the slightest. 


One other important aspect of the new act remains to 
be considered,— its fiscal yield, and its bearing on the 
probable future of the national finances. Designed to 
give protection to domestic industries, it is expected also 
to bring to the Treasury a much-needed increase of rev- 
enue. This combination of industrial and fiscal policy is 
too common in the history of the United States, as indeed 
in that of other countries, to have aroused much comment. 
Yet it is certainly unfortunate that so little attention was 
given to the simple question of revenue, without regard 
to protection or free trade. Additional taxes on beer or 
on tobacco (not to mention duties on tea and coffee), even 
though so moderate in rate as to have been borne easily 
by consumers, would have yielded a large, steady, and 
easily collected revenue. Proposals for taxes of this 
sort were indeed made by the Senate Finance Commit- 
tee; but most of them were struck out by the Senate 
itself, and hardly a trace remained in the act as passed. 
A slight increase in the tax on cigarettes and a modi- 
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fication of certain rebates in the taxes on beer will 
bring something into the Treasury. Barring these minor 
changes, protective duties, and these only, are relied on 
to convert the deficit into a surplus. 

Additional revenue, doubtless, will come from the new 
tariff act. The increased duty on sugar will yield a fresh 
revenue, and one, moreover, whose amount can be fore- 
cast with reasonable certainty. The reimposition of duties 
on wool and the higher duties on woollens will swell the 
revenue considerably. Other new duties or higher duties 
will yield something. But how much? On this question 
some estimates were indeed made by the committees who 
submitted the measure to the two branches of Congress. 
In the House, the Committee on Ways and Means, in its 
formal printed report, estimated that the revenue would 
be increased by seventy-six millions for the first year 
(1897-98). When presenting the bill to the House, Mr. 
Dingley, the chairman of that Committee, stated that, 
once in full operation, the act would yield a round hun- 
dred millions of additional revenue. Towards the close 
of the session, when the conference report was under 
consideration, the same gentleman remarked that a great 
sum, forty millions or thereabouts, had been lost to the 
Treasury by heavy importations during the discussion 
of the bill, and that the revenue would be increased for 
the first year by a much smaller amount than he had 
originally expected ; but for the second year he still fore- 
cast a great gain, of some eighty-five millions.* In the 
Senate, Mr. Aldrich, chairman of the Committee on 
Finance, was much more cautious. Beyond the first 
year he ventured on no prophecies. But for that year 


* Among the sources which would contribute to this handsome final gain 
in revenue, Mr. Dingley mentioned the round sum of ten millions of dollars (!) 
as likely to come from “personal effects of American tourists arriving from 
Europe.” The new provision as to these is that ‘‘no more than one hundred 
dollars in value of articles purchased abroad by such residents of the United 
States [residents returning from abroad] shall be admitted free of duty on their 


return.”’ 
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(1897-98) he estimated that the bill would not yield 
enough revenue to cover the expenditures. Hence the 
Senate Committee proposed the additional means of se- 
curing revenue, to which reference has already been 
made,—an increase in the internal taxes on beer and 
tobacco and a slight import duty on tea. The new taxes 
on tea and on beer were to last for three years, until 
1900, indicating that, in the judgment of this committee, 
the tariff changes, even after the first year, would not 
yield what was needed, unless re-enforced by additional 
sources of revenue. 

It would be idle to follow the details on which these 
calculations rested, or to inquire whether one or another 
had the better basis ; for, in truth, they all rest on guess- 
work. Supposing the imports to remain the same as in 
some previous year, it is possible to state what a given 
rate of duty will yield; but no one can foretell with any 
approach to accuracy what the imports will be. This is © 
more particularly the case with imports of protected arti- 
cles and the revenue derived from them. Sugar alone, 
once the rate of duty is fixed, yields a fairly regular 
amount. Being an article of steady consumption, mainly 
secured by importation, it belongs, so far'as the financial 
effects of the duty are in question, in the same class as 
tobacco, beer, spirits, which bring to the Treasury a 
steady and calculable revenue. Setting aside sugar, we 
have dutiable imports that fluctuate greatly and unexpect- 
edly from year to year. Even with rates unchanged, it is 
impossible to know in advance with any degree of cer- 
tainty what the revenue will be. In times of activity 
imports tend to rise, and the revenue swells. In times of 
depression they tend to fall, and the revenue shrinks. 
He who could foretell the oscillation of the industrial 
tides would have something on which to base an estimate 
of the direction at least, if not of the rate, in the move- 
ment of the national revenues. But even for the most ex- 
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perienced observer and under stable rates of duty, there 
must always be a large margin of uncertainty in estimates 
of the future tariff revenue. With rates much changed, 
no estimate can be more than a guess. 

The uncertainty as to the yield of the act of 1897 
serves to bring into vivid relief once more, not only the 
haphazard character of our fiscal methods, but the need 
of a thorough reform in the monetary system. Much has 
been said of late as to the beneficial effects of a surplus 
in enabling the Treasury to fulfil its obligations for the 
maintenance of gold payments; and it has even been 
preached that a surplus is the one thing needful. What- 
ever be the future course of legislation on the monetary 
system,— whether towards a separation of the monetary 
from the strictly fiscal duties of the Treasury, or towards 
a more trenchant reform, by putting an end to its paper 
issues once for all,— it is of prime importance that it have 
a free hand in meeting its regular disbursements, as well 
as in preparing for any new system. But the revenue 
from such an act as the new tariff act is simply a matter 
of luck; and, if enough or more than enough is provided 
in one year, less than enough is likely to be provided in 
another. It would be too much to hope for a radical 
change in our fiscal methods, such as to secure a more 
regular and accurate balancing of receipts and expendi- 
tures. But, surely, the monetary system could be extri- 
cated from the confusion, and set on some rational and 
well-defined basis of its own. 

As it happens, the prospects for the next few years 
warrant the expectation that the act of 1897 will so raise 
the revenue as to enable the expenditures to be met, and 
will remove for the time being that complication in the 
general situation. The enormous exports of 1896 and 
1897, fortunate for the United States, as were those of 
1878-81, will sooner or later be followed by inflowing 
imports. How large the inflowing stream will be, what 











THE TARIFF ACT OF 1897 69 


proportion of dutiable and non-dutiable imports it will 
contain, must be uncertain. The only thing that can be 
predicted is that,—once the heavy imports brought in 
before the act are out of the way,—imports and revenue 
will rise for the next two or three years. For a while 
the Treasury is likely to be unembarrassed, and will have 
a comparatively easy task in performing its double duties 
of paying the expenses of the government and of main- 
taining the solidity of the circulating medium. 

Whether this will prove to be real good fortune depends 
on the use made of the favoring opportunity. The experi- 
ence of the time, now near twenty years ago, when specie 
payments were resumed, may serve as an example and a 
warning. Then, too, there was a combination of favoring 
conditions,— full crops and a large export demand, com- 
ing at a time when liquidation after the crash of 1873 had 
been nearly completed. Hence the resumption of specie 
payments was successfully accomplished, notwithstanding 
legislative provisions singularly ill defined and apparently ° 
inadequate. This was rare good fortune. But it caused 
a feeling that all had been done that needed to be done, 
and encouraged a policy first of drifting, then of reckless 
experimenting, which finally brought disaster in 1893, and 
a renewed contest for sound money, after all only half 
settled in 1896. Very possibly, if the conditions of 1878- 
81 had been less favorable, if the effort for resumption 
then had failed, we should have had a more earnest effort 
for definitive reform and a better final outcome. The same 
danger is before us now. The good fortune of the pres- 
ent may once again cause drifting, inaction, the continu- 
ance of vicious and inherently dangerous monetary condi- 
tions, and so may lead eventually to another crisis, another 
struggle, and a further period of anxious unsettlement. 
It remains to be seen whether the propitious occasion will 
be seized, and whether some setting of our house in order 


will be accomplished. 
F. W. Tavssi@. 
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DISTRIBUTION OF SMALL BANKS IN THE WEST. 


The tables in the Appendix, compiled from official returns, 
show the distribution of small banks, private, State, and na- 
tional, in several of the Western States where there is a re- 
markable development of banking under State laws. Banks 
are classified according to the amounts of their capitals, and 
towns according to the numbers of their inhabitants. The 
number of banks of each class in towns of each class is shown, 
and vice versa the number of towns of each class having banks 
of a given size. 

The tables show a large number of small State and private 
banks in small towns. In each table of private banks, except 
for Nebraska, the largest number is in the upper left-hand 
corner, showing how many banks having not more than $5,000 
capital are in towns whose population does not exceed five 
hundred. In the table of South Dakota State banks, also, 
the largest number is found in the corresponding space. The 
largest numbers in the other State bank tables, and in the 
table of private banks for Nebraska, are in the spaces for 
banks whose capital is not more than $10,000 each in towns of 
five hundred inhabitants or less. $10,000 is the commonest 
figure of State bank capital. It should be noted that the 
minimum capital allowed by law to State banks is $10,000 in 
Missouri and $5,000 in Kansas, Nebraska, and the Dakotas. 

It will be seen from the horizontal lines of totals that in 
Missouri somewhat more than one-half of the State banks are 
in towns the population of which does not exceed one thou- 
sand. In Kansas and Nebraska two-thirds of the State banks 
are in such towns, and in the Dakotas nearly all of them. 
Most of the private banks, too, are found in small towns. 

The fact that in the region under consideration the State 
and private banks are small and are in little villages will be 
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seen clearly if on each of the tables of such banks a line is 
drawn from the lower left-hand corner to the upper right- 
hand corner. The figures that fall below the lines are few 
or small,—somewhat fewer and smaller, of course, in the 
tables of private banks than in those of State banks. The 
figures in the State bank tables above the lines drawn as 
suggested are large. There is, it seems, no great obstacle to 
the organization in little towns of little State banks. 

It is a natural question, then, Why are there any private 
banks at all? It is true, they have more freedom in their 
operations; but this reason does not often determine the 
establishment of banks without charters, for the laws of all 
these States except South Dakota impose some restrictions 
on private banks, and even South Dakota exercises super- 
vision of them. 

In most States the controlling reason, probably, is that the 
small capital needed for a bank in a little town is often 
supplied by one or two men, and that, if the bank is to be 
incorporated, these capitalists must set up several “straw 
men” to complete the number of “ directors” prescribed for. 
incorporated banks. 

In South Dakota, however, many private banks exist, 
because the law requires no minimum capital for them. Two 
private banks are returned as having no capital at all. Four 
have not more than $1,000 each, and ten others have each 
less than $5,000. 

No attempt is made in these tables to show in what very 
little hamlets State banks are found. Seven Missouri villages 
having no more than one hundred people have State banks, 
the average capital being about the legal minimum, $10,000. 
There are in Nebraska thirteen such towns with banks having 
an average capital of $8,000. Eight such villages in Kansas 
have banks with an average capital of more than $6,000. 
About the same average capital is found in seven Dakota 
banking towns of this size.* 

*Of course, such towns as these do not alone support banks. The villages 
are simply convenient trading-points for farmers, Besides the little bank there 


is in each a railroad station from which the farmers conveniently ship cattle 
and grain, when these are not bought up by the middleman the town is sure to 
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Examining the tables again, one sees that State and private 
banks have a monopoly in towns whose population is one 
thousand or less, except in North Dakota, where nearly one- 
half of the national banks are in such towns. There are 
national banks in some very small Kansas and Nebraska vil- 
lages, but they are few compared to the total for the State. 

Let the reader cover the upper portions of the tables, so 
that only the figures of banks with more than $40,000 capital 
are visible. Now, leaving Missouri out of account for the 
moment, practically every figure in each “national” table is 
greater than the figure in the corresponding spaces in the 
“ private” and “State” tables. Except for the restriction on 
capital, the people prefer national banks; and that is why 
there are national banks in little North Dakota towns. 

In Missouri the State. banking system is evidently much 
preferred. State banks were established all over Missouri 
while the total of national bank currency was limited by 
statute, and while it was, therefore, impossible to supply the 
growing need for increased facilities by organizing national 
banks, Except in Kansas City and St. Joseph, which grew 
rapidly in the eighties and became national banking towns, 
the State banking tradition has generally persisted. Missouri 
is, therefore, an exception to the preference for national 
banks discovered in the other States. 

It has been proposed, and the proposition has been sanc- 
tioned by the American Bankers’ Association, to authorize 
the establishment of national banks with $25,000 capital. The 
measure would not answer the purpose for which it is in- 
tended, even if all State banks capitalized at $25,000 or 
more went into the national system. It will be seen that 
considerably more than one-half of the State banks in Kansas, 
Nebraska, and Missouri and more than three-fourths of those 
in Dakota have not more than $20,000 capital each. If it is 
desirable: to establish a uniform banking system, another way 


must be found. 
THORNTON CooKE. 


afford. There is a post-office in the “general store.” Livery stable and black- 
smith shop are not far off. Coal and lumber are for sale somewhere, perhaps at 
the grain dealer's “ office”; and there is sure to be a carpenter in the village. 
The writer knows of a village where the banker himself is the carpenter. 
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ELEMENTARY ECONOMICS IN SCHOOLS AND 
COLLEGES. 


To secure information on the subject of this note, a circu- 
lar letter and a blank form of questions were sent to two hun- 
dred educational institutions, selected in such manner so as to 
represent all sections of the United States. 

Ninety-one colleges of moderate size were written to, ex- 
cluding those solely for women, but including many so-called 
universities. Of these, thirty-nine replied; and in all eco- 
nomics had a place in the courses of study. 

The questions were also sent to thirty-five public normal 
schools and to a large number of high schools, The list of 
high schools written to included those in all cities (except 
four) having over 75,000 inhabitants at the census of 1890, 
and in some of the smaller cities down to 17,000 in popu- 
lation. 

The question whether economics was included in the course 
of study or not, when put to normal and high schools, brought 
some interesting results. According to the answers to this 
question, three distinct groups of States appear. The New 
England States, New York, Pennsylvania, and New Jersey, 
which I call group I., show a tendency to leave economics to 
the colleges. The normal schools in this region, as far as 
heard from, omit the study altogether. Group II. includes 
the central States, taking in alse Missouri and Colorado. 
Here economics is usually taught in the best high schools and 
normal schools. Group III. includes all of the old slave 
States except Missouri and the extreme Western States. The 
meagre returns from this region give no evidence of any set- 
tled custom. The normal schools sometimes have economics, 
but the high schools rarely. The following tabulation of the 
answers shows the characteristics of the three groups. The 
returns from Wisconsin schools are excluded for obvious 
reasons : — 
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Some interesting facts appeared which the table does not 
tell. The cities whose high schools replied in the negative in- 
clude one with a population in 1890 of 163,000, two of 88,000, 
one of 54,000, one of 40,000, and one of 34,000, indicating that 
the exclusion of economics was not due to lack of proper 
teachers or books or to any weakness in the schools. In 
North Dakota economics is included in the course of study 
prescribed for high schools by the State board. In Wisconsin 
the good high schools, with but few exceptions, offer econom- 
ics. So also do all of the seven State normal schools. The 
four high schools which returned affirmative answers from 
group III. were in Washington, Jacksonville, Los Angeles, 
and Louisville,— cities where we might expect characteristics 
foreign to the section in which they are placed. 

The following table is based on the returns received. 
Three Wisconsin normal schools are included. 

The number of weeks’ work is on the basis of five recita- 
tions a week; but the figures on this point are only approxi- 
mate, as the returns in some cases were inexact. Three 
teachers confessed that they had never studied economics 
before teaching it. Fifteen institutions do little or no work 
outside of the text-book, and four have no written work except 
final or term examinations. In very few cases did evidence 
appear that the work in economics was in any way related to 
the work in history or political science. Except in large col- 
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NORMAL HIGH 
COLLEGES. | ScuooLs. | SCHOOLS. 

Number of returns received . 38 ll 19 
The instructor: 

PAD. . 4 0 0 

Studied at university 12 3 5 

College graduate . 18 + 7 

Teaches history, civics, and the like 18 1 3 

Teaches other classes ; 6 6 9 

President. . . 12 2 0 
Amount of work: 

Average number of weeks, elementary 

course . - ° Se 6 16.1 14.6 18.7 

Required . 25 10 9 

Optional . . 12 1 9 

Advanced work ‘offered . 7 1 0 
Text-book : 

Walker 21 3 6 

—- 0 4 9 

,~ ° 5 2 0 

Others. . 9 2 4 
Authors most used for reference : 

a, cet : ee 13 3 5 
= 12 1 3 
Adam Smith 8 -g 2 
Walker .. 6 1 6 
a 10 2 0 
ee 8 0 2 

Methods: 
Text-book used as basis . 30 8 15 
Topical method . . 7 2 4 
Written work, over and above exami. 
nations . “a a ae 28 7 14 














leges with many electives the study usually comes in the last 
year’s work after all the history; but there are numerous ex- 


ceptions to this rule. 


Frrperick R. Ciow. 


STratE NorMAL ScHOooL, OsHKOSH, WISCONSIN. 
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BELLAMY’S “EQUALITY.” 


Eight years ago I had the privilege of publishing in this 
Journal an article on “Nationalism in the United States.” 
This was the name given by the disciples of Mr. Edward 
Bellamy to a movement intended to realize gradually the ideas 
set forth in Looking Backward. The numerous Nationalist 
Clubs formed with this end in view have since met the fate 
which was naturally predicted for them ; and but very few now 
survive, much diminished in membership and in confidence in 
the realization of their vision. Mr. Bellamy himself estab- 
lished a weekly paper, The New Nation, in Boston, which led 
two or three years of rhetorical existence, and then ceased, like 
its predecessor, Zhe Nationalist magazine. Those who had 
always recognized Mr. Bellamy’s great gifts as an imaginative 
writer hoped that he would return to pure literature, and pro- 
duce works which would redeem the promise held out by 
Dr. Heidenhoff’s Process and Miss Ludington’s Sister, and 
gain for their author a sure place in the front rank of Ameri- 
can novelists. These hopes have been disappointed. Mr. Bel- 
lamy has apparently abandoned fiction, and has at length 
broken the silence of several years with a volume which is 
neither a novel nor a treatise on socialism in scientific form, 
but a prolonged reduplication of the monologues of Dr. Leete, 
the part of Looking Backward which had least interest for 
most of its readers. 

Mr. Bellamy has reserved the right of dramatization, and his 
preface speaks of “the former story.” But “story, God bless 
you!” Zguality has “none to tell,” any more than Can- 
ning’s needy knife-grinder. There is no plot or incident in 
it, unless crossing Boston Common or attending a school exami- 
nation in one of the Boston suburbs can be called incident. 
As for a drama to be founded on the book, all the parts in it 
would need to be omitted except that of Hamlet; for, whoever 
talks, the style is the same. Edith Leete, Julian West, Doctor 
Leete, the master or the pupils of the Arlington Grammar 
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School,— all employ the same rhetoric and logic. Any given 
page might be the report of the language of one or another of 
these. The monotony of style and reasoning is, indeed, sur- 
prising from an author of Mr. Bellamy’s ingenuity; but char- 
acterization, as I formerly remarked, is not his forte. A work 
from his hand in which there is no attempt at portrayal of 
odd persons or relation of curious psychological complications 
takes him into a field remote from the sphere of his real 
talents. From the literary standpoint, Hquality is hard read- 
ing; and, if established socialism is to produce many works of 
this order, the readers of the literature of power may well pray 
for the long postponement of its coming. 

Nine years of most commendable absence from any seeking 
after notoriety by Mr. Bellamy, in which he has been quietly 
absorbed for the most part in developing his ideas, have done 
nothing to shake his confidence in their value. The four hun- 
dred closely printed pages of Hguality contain no hint of a 
weakening of the robust self-esteem as a prophet which he 
formerly cherished. A considerable portion of the book is 
naturally occupied with describing the probable process of 
transition from the capitalistic régime of this century to the 
collectivism which is promised to be in full blast in fifty years. 
Like many other prophets of social change, Mr. Bellamy very 
greatly miscalculates the date of their arrival. Millenniums 
expected “by express to-morrow,” the sagacious Hosea Big- 
low found, “wil? miscarry.” If Americans of 1950 should not 
see collectivism triumphantly established, they might, perhaps, 
rationally expect it for the citizens of 2050 «D., in view of 
actual processes easily interpreted, It would be only a slight 
fault in Mr. Bellamy if he simply anticipated by a century or 
two the sure coming of his ideal State. But he has more 
rashly made prophecies with equal confidence of what might 
be expected within ten years’ time. In 1889 he declared that 
“the people of the United States will have virtually decided 

. within ten years... upon the choice between Plutocracy 
or Nationalism” on account of the monstrous iniquities of 
trusts. Eight years have gone by, and such a choice seems 
not to have been made nor to be a-making. On the contrary, 
the hysterics over trusts, which were so prevalent in 1889, 
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have subsided in great degree ; and combinations of sellers are 
gradually being recognized as a natural and inevitable devel- 
opment of modern conditions, as much so as combinations of 
wage-earners. Both trade-unions and trusts need strict regu- 
lation in the interests of the public welfare; and this they will 
gradually receive, as hysteria and rhetorical denunciation sub- 
side, and coolness and science dominate the hour. One looks 
in vain in Hquality, however, for any trace of effect upon Mr. 
Bellamy of sober studies of trusts, like those of Professor 
Jenks or Dr. Von Halle. In other directions the absence of 
maturer thought or wider information than before is also 
powerfully felt. The author remains, after nine years, a slave 
to sentimentalism and the ready captive of fallacies without 
numiber. 

A careful reading of this new volume has shown no change 
of view on the author’s part in any fundamental or important 
matter. The abundant elaboration of the sketch made in 
Looking Backward puts a few matters in a somewhat differ- 
ent light; but it only brings out more fully the contempt 
which Mr. Bellamy feels for all those who have had a thorough 
training in economics and politics, or who cherish respect for 
recognized authorities in either of these departments of knowl- 
edge. Says the serenely infallible Dr. Leete (pp. 21, 22): “It 
is a very sympathetic task to explain the slowness of the 
masses in feeling their way to a comprehension of all that the 
democratic idea meant for them; but it is one equally difficult 
and thankless to account for the blank failure of the philoso- 
phers, historians, and statesmen of your day to arrive at an 
intelligent estimate of the logical content of democracy and to 
forecast its outcome.... If your pedagogues, college pro- 
fessors, and presidents, and others who were responsible for 
your education, had been worth their salt, you would have 
found nothing in the present order of economic equality that 
would in the least have amazed you.” At the examination of 
girls and boys, thirteen or fourteen years old, in the Arlington 
School, we learn that thé so-called political economists, before 
the Revolution which brought in socialism, had, in truth, no 
“conception whatever” of what political economy is. The 
boy George, who gives this modest opinion, is asked if he has 
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ever “looked over any of the treatises which our forefathers 
called political economies.” He answers that “the title of 
the leading work under that head was enough for me. It was 
called The Wealth of Nations.... What meaning could it 
[this title] conceivably have had as applied to a book written 
nearly a hundred years before such a thing as a national eco- 
nomic organization was thought of?” 

The account of the state of things in our nineteenth century 
given by persons entertaining such an unflattering view of 
our economics and our economists may easily be imagined. 
For Mr. Bellamy this is a world of black and white only: 
there are no shades or neutral tints. We pass immediately 
from one extreme to another, and discrimination seems to have 
ceased to be needful. Competition we see, when unhindered, 
produces evil effects: therefore, all competition must be 
abolished. Co-operation is a good thing: therefore, let us con- 
clude that it is the only good thing. Equality works well in 
politics (just how well Mr. Bellamy fails to inform us,— we 
hear little of Tammany or the boss system in these pages) ; 
therefore, let us have it everywhere. There is a remarkable 
accumulation of great wealth in a few hands to-day; therefore, 
the process must needs go on until the multitude are starving 
and billionaires are numerous, On no single subject can one 
find in Zquality a discriminating and reasoned statement of 
good and bad in men or situations or tendencies. The naiveté 
of Mr. Bellamy’s own economics is amusingly shown in his 
pages showing “how money lost its value” in the transition 
to collectivism (pp. 357, ff.). The government, it seems, had 
established “a public store system,” by which “public em- 
ployees could procure at cost all provisions of necessity or 
luxury previously bought at private stores. The idea was 
the less startling for not being wholly new. It had been the 
custom of various governments to provide for certain of the 
needs of their soldiers and sailors by establishing service stores 
at which everything was of absolutely guaranteed quality, and 
sold strictly at cost. [Can Mr. Bellamy be thinking of the Army 
and Navy codperative stores in London?] At first the goods 
in these stores were of necessity bought by the government 
of the private .capitalists, producers, or importers. On these 
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the public employee saved all the middlemen’s and retailers’ 
profits.” Soon “the government added the function of pro- 
duction to that of distribution” by establishing great food and 
cotton farms, and starting innumerable sheps and factories. 
The farmers were glad to make over their farms on condition 
of receiving steady employment, and the owners of factories 
that had long stood idle jumped at the offer of a very low 
rate of interest for their property. Now “ordinary money 
was not received in the public stores, but a sort of scrip can- 
celled on use and good for a limited time only. The public 
employee had the right of exchanging the money he received 
for wages, at par, into this scrip. While the government issued 
it only to public employees, it was accepted at the public stores 
from any who presented it.... It thus became a currency 
which commanded three, four, and five hundred per cent. pre- 
mium over money, which would only buy the high-priced and 
adulterated goods for sale in the remaining stores of the capi- 
talists. The gain of the premium went, of course, to the em- 
ployees.” This “was in the earlier stages of the transition. 
Toward the last the premium mounted to ever dizzier alti- 
tudes, until the value of money quite disappeared, it being 
literally good for nothing as money.” 

Mr. Bellamy has given his imagination equally free range 
in allotting $4,000 per year as the equal share of each man, 
woman, and child in his Utopia (p. 29). If he were to divide 
the total income of the United States by the entire number 
of the population to-day, the result would be much nearer to 
$400 than to $4,000. How this sum could be multiplied ten- 
fold inside of fifty years or so he quite fails to point out. 
Undoubtedly there would be a notable decline in the number 
and importance of inventions in a socialistic state. If parents, 
by increasing the number of their family, could add $4,000 for 
each child, the possession of a large number of children would 
be a much surer and easier path to comfort than the toilsome 
struggles of the inventor. Mr. Bellamy’s closing pages are 
devoted to one of those triumphant refutations of Malthus so 
dear to the sentimentalist. It would seem a very simple 
problem, however, to imagine the effect of a state premium 
on population, such as the equal income guaranteed every 
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man, woman, and child. Here, as in many other directions, 
Mr. Bellamy bids a long farewell to human nature and its 
permanent tendencies for good or for ill, which make difficult, 
if not impossible, the erection of a socialistic state. He has 
all the marks of the dreamer and the doctrinaire. Witness 
his depreciation of the value of municipalization or nationaliza- 
tion of water-works, lighting plants, ferries, electric and steam 
railways, coal mines, and the liquor trade (p. 358). “Even if 
this entire class of businesses was made public and run at 
cost, the cheapening in the cost of living to the community 
thus effected would presently be swallowed up by reductions 
of wages and prices, resulting from the remorseless operation 
of the competitive profit system.” The whole treatment of 
“natural monopolies” by Mr. Bellamy may be commended to 
the consideration of the labor unions that look upon him 
with admiration as an authority in economics. 

For Mr. Bellamy there is one magic password to perfect 
happiness here below. Equality is that word. He seems to 
have no vision for the difficulties and dangers of political 
equality, which make philosophic observers maintain that 
democracy is still on trial before the world. He assumes its 
complete triumph and entire justification in all its results. 
Thus viewed, he presents it as the inevitable logical ante- 
cedent to complete industrial equality, the entire reversal of 
the present natural hierarchy of industry, where intellect and 
capital are foremost. Mr. Bellamy is so enamoured of equality 
for the workingman, however, that he actually subordinates 
the professional classes to them. Though entitled to vote, no 
member of a profession is eligible for the Presidency of his 
Utopia. This equality seems much like the “nothing but 
silence” that the Irish policeman demanded of his prisoner, 
“and moighty little of that!” Far from resembling freedom, 
as we conceive it, this Utopia is an industrial bureaucracy of the 
strictest pattern. Upon that ever-desirable equalization of 
the lot of the poor with standards of decency and comfort 
which comes from education, from the fullest encouragement 
of inventive and executive talent, from the greater moraliza- 
tion of all classes, he turns his back. cellence is the far 
nobler watchword of a progressive civilization. To excel is to 
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be unequal, to leave the masses behind for a time. But the 
sure result of an individual’s excellence is the slow or speedy 
profit of all, whether it be intellectual or moral or both. 
Equality is but a barren motto by the side of excellence. As 
conceived by Mr. Bellamy, it is an artificial contradiction of 
the multiformity of nature. It would be difficult to conceive 
a surer road to social stagnation than he has laid out in this 
volume. Before the eyes of the half-educated, indeed, the 
author will loom as an inspired guide ; but, when they reach an 
elementary understanding of the meaning of regard for facts 
and for scientific method in handling them, he will be ranked 
as a false prophet. We may not unreasonably expect that the 
publication of Zguality will hasten this process by the ex- 
pansion into plainer view of the many errors maintained in 


Looking Backward. 


Nicuotas P. Giman. 
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THE STREET RAILWAY SITUATION IN CHICAGO. 


The act relating to the street railway companies passed at 
the last session of the Illinois legislature, and popularly known 
as the “ Allen-Humphrey bill,” is perhaps as important an act 
as has ever been passed by the legislature of that State. The 
bills of which it is the outcome probably aroused more vio- 
lent and universal opposition on the part of the people of 
Chicago, and called forth more charges and suspicions of leg- 
islative corruption and bribery, than any other in the history 
of the State. 

The act nominally applies to all street-car companies in 
the State. This was necessary to avoid the constitutional 
prohibition of local and special legislation. But it was pro- 
moted solely by, and in the interests of, the three great com- 
panies operating respectively in the three grand divisions of 
Chicago, and reaching what is known as the “down-town” 
district. 

The street-railway situation in Chicago was an extremely 
complicated one before; but, although the companies spent 
large sums of money to obtain this act, it is doubtful whether, 
in the shape in which it finally became law, it does not add 
new legal difficulties without clearing up many of the old. 
The situation to which it applied may be described as follows. 
The three great companies, the Chicago City Railway, the 
North Chicago Street Railway, and the West Chicago Street 
Railway (under several slight changes of name), operating in 
the south, north, and west divisions of the city respectively, 
have about 487 miles of road. The ten minor companies have 
about 231 miles, chiefly in the outskirts and suburbs of the 
city, making in all more than 700 miles of surface road. In 
addition there are five elevated roads, with 44 miles. Since, 
however, the three great surface roads reaching the down- 
town district control the situation (including the elevated 
roads), we may dismiss the other roads with the single remark 
that, although in some cases they are in nominal opposition 
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to the great companies, any legislation favorable to the latter 
would ultimately be also advantageous to the former, as it 
would enable them to make better terms when the inevitable 
consolidation came. 

These three companies received their original charters from 
the State by special acts of the legislature of February 14, 
1859, and February 1, 1861. The incorporators of the North 
and West Side systems obtained their first ordinances, for 
the use of the streets for twenty years, on August 16, 1858 
(before incorporation), the city reserving the right to purchase 
all the property and rights of the company at the end of the 
period. Later ordinances for different parts of the city were 
usually granted for a like period and on similar conditions. 
Questions as to the right of the city to enter into such con- 
tracts with the companies led the legislature, by act of Feb- 
ruary 15, 1859, to legalize the contracts, past and future. May 
15, 1859, the city granted an ordinance to the North Side 
company for twenty-five years, without the purchase clause. 
A similar grant for a like period was made to the West Side 
company July 30, 1863. 

All charters granted for surface-street railway lines in this 
State, before the Allen-Humphrey act of 1897, were for 
“horse and dummy” lines only; and the whole network of 
cable and electric lines existed wholly outside the law. The 
only legal basis for their existence was the grant from the 
city of the right to use such motive power on the streets. 

All ordinances granted by the city have limited fares to five 
cents, and have required the companies to pave and keep in 
repair the streets occupied for a width of eight feet for single 
track roads and sixteen feet for double track roads. Some 
recent ordinances have placed additional burdens on the com- 
panies in a few instances. 

February 8, 1865, the legislature, wholly ignoring the rights 
of the city and every tradition of local autonomy, passed an 
act extending not only the charter of the City railway, but 
also all its privileges-in the streets of Chicago, including the 
right to charge a five-cent fare for the whole period. This 
was the true progenitor of the Allen-Humphrey bill. The 
newspapers state that a petition against it was presented to 
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the governor, containing the name of every man who had a 
place of business in Chicago, except stockholders in the road. 
The bill called forth a vigorous veto from the governor, based 
chiefly on constitutional grounds, but was finally passed over 
the veto. By it the city was not prohibited from limiting 
future privileges to short periods. In fact, but few ordi- 
nances have ever been passed without a twenty-year limit. 
This remarkable act never reached the courts. Political 
pressure soon brought about its repeal. But, meanwhile, the 
company had acted under it, and has always claimed that the 
repeal was unconstitutional. In this vague form the claim 
has probably been worth much more to the street-car interests 
for purposes of negotiating with the city than if it had been 
formally upheld by the courts. 

The practical importance of the act of 1865, or of its repeal, 
was not great; for by its title and express terms it referred 
only to horse and dummy roads, which have largely disap- 
peared. Then, too, any one of the great systems would be 
paralyzed without the later ordinances, which, since 1874, by 
a general law entitled “an act in regard to horse and dummy 
railroads,” have been limited to twenty years. The mileage 
at the time of the passage of the act of 1865 is not known, 
but as late as 1883 the total length of road in Chicago is said 
noi to have exceeded sixty miles. 

It was hoped that many provisions of the charters and 
ordinances would be cleared up when the legality of the ordi- 
nance of April 1, 1878, levying an annual car license of fifty 
dollars a car on the companies, came before the courts for in- 
terpretation. The State courts, however, upheld this charge 
on the ground of the police power, and avoided interpreting 
the charters and contracts of the companies. The case was 
appealed to the Supreme Court of the United States, but 
never came to trial. The companies concluded that a favor- 
able compromise and truce for twenty years, with the possi- 
bility of appeal to the legislature in the mean time, was bet- 
ter than the probability of an unfavorable decision on both 
the acts of 1865 and the license-fee ordinance. Therefore, 
under the leadership of the late Mayor Harrison, on August 6, 
1883, a blanket ordinance, extending all the street privileges 
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for a period of twenty years, was passed, the legal rights of 
the respective parties under previous ordinances being ex- 
pressly reserved for settlement after the expiration of this 
grant. In return for this ordinance the companies agreed to 
pay the expenses of litigation, the license fee during the 
twenty years of the extension, and half the fees claimed by 
the city as past due; provided that, instead of a tax on the 
actual number of cars in use, the number of cars to be taxed 
annually should be one-thirteenth of the average daily car 
trips made by the respective companies for the year. 

The following table, giving the nominal share capital and 
other obligations of the several companies, will give some idea 
of the magnitude of the interests involved. The figures are in 
millions of dollars. 


Other 
Shares. obligations. Total. 
7 


Three great companies ...... - 31 299 61.6 
Ten minorcompanies. ...... . 13.3 10.8 24.1 
Five elevated companies . . .... .- 52.5 49.1 101.6 

97.5 89.8 187.3 


For many years the great companies have paid what seemed 
to the public excessive dividends on even their nominal capital, 
much of which is generally supposed to be water. This, among 
other things, tended to strengthen the movement for some 
radical change,— public ownership, or three-cent fares, or 
heavier payments by the companies to the city. The popular 
hostility, combined with the serious doubts as to the legal 
status under previous legislation and especially as to the right 
to operate with electricity or cable, made it appear to the com- 
panies that some legislation in their interest was necessary to 
maintain the value of their investments, and to secure the 
funds necessary for extensions and for the control of minor and 
subsidiary companies. As the companies said, in calling atten- 
tion to the sums they would have to pay to the city under the 
proposed legislation: “ Why this gratuity on the part of the 
street railways? Simply to ‘ quiet titles’ and settle unneces- 
sary and frequent disputes and controversies, and to encourage 
investors and permanent improvements, establish a feeling of 
security, and be permitted without harassing influences to con- 
duct business and help the municipality and its people.” 
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The proposed legislation was introduced into the Senate 
(bills Nos. 149 and 150) February 17, 1897. The substitutes 
for these bills (Nos. 148 and 250) were reported by the Com- 
mittee on Railroads March 19. Bill No. 148 placed the street- 
car companies of the State under a board of three Commission- 
ers, appointed by the Governor and confirmed by the Senate 
for a term of fifteen years, with an office at Springfield. The 
Commission was to be renewed one-third at a time, Com- 
missioners’ salaries were to be $1,500, and the clerk’s salary 
$1,000, with a lump sum not to exceed $400 per year for rent, 
stationery, and incidental expenses. The Commission was to 
fix the rates of fare for passengers and the charges for express 
matter, and to determine what parcels should be carried; but 
in no case where a maximum rate of fare was already fixed by 
any statute or ordinance “ or any extension thereof” could the 
Commission act on the subject of fares, City councils were 
forbidden to consider any application for any new street-car 
line or extension except on the recommendation of this Com- 
mission. The grant for any such line must be made to the 
Commission and sold by it at auction, all purchase money to be 
paid within five days. Power was to be given to the Commission 
to compel sworn reports from the companies, but not to ex- 
amine their books and accounts. 

The second bill aimed to repeal the “horse and dummy” 
act, to authorize specifically the use of any motive power, ex- 
cept steam, permitted or to be permitted by the local authori- 
ties, and to allow the carrying of packages, parcels, and mail. 
The companies were granted the right of eminent domain; but 
one company was forbidden to condemn or even to use any 
portion of the road of another company, except with the per- 
mission of the other company. This clause was so vaguely 
drawn that in all probability it would have made it impossible 
for one company to lay its tracks across the tracks of another 
without permission from the latter. One section was so 
drawn as, apparently, to prevent the city from proceeding with 
the elevation of the steam railway tracks, or even changing 
the grade of any street in the vicinity of any street-car tracks, 
without paying full damages to the street-car company. The 
bill authorized cities to grant privileges to the companies for 
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fifty instead of twenty years, and expressly extended all exist- 
ing ordinances for fifty years. Fares were fixed for the full 
term of fifty years at five cents. All ordinances passed and to 
be passed were, in the strongest language, declared to be con- 
tracts, and irrevocable by the city. In lieu of all other munic- 
ipal charges, except ordinary taxes, the companies were to 
pay the city 3 per cent. of “ gross earnings”; but no adequate 
provision was made for determining the amount of gross earn- 
ings. General consolidation was authorized of all the com- 
panies in the State, provided they were not “parallel or 
competing.” 

Popular opposition to the bills was intense, almost reaching 
the stage of riot and mob violence. Consequently, to save 
the bills, the companies gave up a few of their most unpopular 
features. The amended bills passed the Senate, April 16, by 
a vote of 29 to 16, and were reported to the House, read the 
first time, and ordered to the second reading the same day. 
The terms of the Commissioners were to be but four years, all 
going out at once, with no provision for confirmation by the 
Senate in the case of the first appointees. Street railways 
were classified according to the population of the counties in 
which they were situated, and were to pay, for the fifty-year 
extension of privileges, from 1 to 2 per cent. the first fifteen 
years, 5 per cent. the next twenty years, and 7 per cent. the 
remaining fifteen years; while city councils might fix the com- 
pensation for any new grants. This percentage was not in 
lieu of all other payment, except when the payments by exist- 
ing ordinances were less than this sum. Specific right of one 
company to cross the tracks of another was granted. 

The bills were soon disposed of by the House by striking out 
the enacting clauses on second reading, May 12, the vote being 
123 to 29, with but one absent member. The street-car inter- 
ests now gave up all hope of a State Commission, and bent 
their energies to drafting a bill for the extension of their privi- 
leges, and for a municipal commission to keep out rival com- 
panies. With this end in view, they appeared before the 
House Judiciary Committee, May 19, with the draft of a new 
measure, afterwards known as the Allen bill (House No. 714). 
In the face of such opposition as they had encountered under 
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the cry of “home rule for Chicago,” they thought best to 
make a show of having larger powers in the hands of the 
council. The new bill contained no reference to packages or 
parcels. All present ordinances were extended for thirty-five 
years only. The five-cent fare was fixed for twenty years, with 
power in the council to determine the motive power to be used 
on all lines, and to fix a reasonable rate and determine the 
compensation to be paid for extensions, The Mayor, City 
Clerk, and City Attorney were constituted a Board, upon 
whose recommendation alone a new company could be granted 
rights by the City Council; but no action by this Board was 
required for the extension of the lines of existing companies. 

By the time this bill got before the House, enthusiasm had 
begun to lag; but the fight was kept up in the House. The 
bill was reduced to forty-four lines, and had a referendum 
clause attached to its most important section. In this emas- 
culated form it passed the House June 1. Although its cham- 
pions kept up a formal fight against the amendments, it is 
possible that in the then state of public feeling it seemed best 
to them to allow the bill to pass the House in this form, and 
thus throw their opponents off their guard; then to amend 
the bill in the Senate to suit themselves, and, finally, “jam ” 
these amendments through the House during the confusion of 
the last hours of the session. It was known that the Senate 
was ready to pass anything the companies asked, and the date 
for final adjournment was already set for June 4. The bill 
could hardly have been accepted by the companies as it passed 
the House. It was sent to the Senate on the same day, and 
referred to the Committee on Corporations, The next day 
the Committee reported it with amendments, which were 
promptly adopted. The bill was ordered to a second read- 
ing, made a special order for the next morning, and finally 
passed the Senate, June 4, by a vote of 31 to 18. It was 
already the last day of the session. The opposition was dis- 
organized, and the House in utter confusion. The House 
concurred in the Senate amendments during the last hours 
of the session by a vote of 82 to 70, only one member, a Popu- 
list, failing to respond to the roll-call. 

The bill, as it received the governor’s signature, allows the 
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local authorities to grant locations to street-car companies 
for fifty years; but no such grant shall be made to new roads 
except upon the petition of a majority in interest of the 
owners of the abutting property along each mile and addi- 
tional fraction of a mile of the proposed route. There are 
some curious, vague, and perhaps unconstitutional provisions 
in regard to revocations of signatures to such petitions. The 
petition of such property owners is not required for the re- 
newing of ordinances already granted for the laying of tracks. 
In the case of the extension or renewal of any ordinance 
now in force the fare must be five cents during the first 
twenty years, provided that in no case shall the fare be fixed 
in future by the local authorities for a longer period than 
twenty years. In any future new ordinances the local author- 
ities may fix the rate of fare; but, when once fixed, such fare 
cannot be lessened by ordinance for twenty years. Consoli- 
dations on exactly the lines laid down in the original Hum- 
phrey bills is authorized, The carriage of mail is authorized, 
but not that of packages. 

The act is not so favorable to the companies as the defeated 
bills, and it has some desirable provisions. Whether it gives 
the companies the fixity of tenure and the assured monopoly 
which they hoped for is not certain. Appeals both to the 
city council and to the legislature are probable, especially as 
under its terms action on the part of the former is needed. 
For the present it stands as the outcome of the heated con- 
test of the session. 

Joun H. Gray. 
NORTH-WESTERN UNIVERSITY. 
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Tue Rivista Italiana di Sociologia, whose appearance was 
referred to in the last issue of this Journal, has now become 
the sole Italian periodical in its field, its predecessor, the 
Rivista di Sociologia, having been discontinued. The Rivista 
Ztaliana maintains a high level of excellence, and will com- 
mand the attention of all students of its special subjects. 





Amone the publications of the quarter we note the third 
volume of Professor Cohn’s System der National-oekonomie 
and the second volume of Professor Nicholson’s Principles of 
Political Economy. Two books of reference on social ques- 
tions, which have been appearing in parts, are now completed : 
the Cyclopedia of Social Reforms, edited by Mr. W. D. P. 
Bliss; and the Handbuch des Socialismus, edited by Messrs. 
Hugo and Stegman. 





Durine the quarter just elapsed the resignation of Presi- 
dent Andrews of Brown University, now happily withdrawn, 
raised once more some questions as to the relations between 
the governing boards and the administrators and teachers of 
our universities; and the incident deserves to be put on 
record, aiding, as it did, to clear the general situation, and 
finally to uphold the principle of freedom in thought and 
expression. 

On June 17 a committee was appointed by the Corporation 
of the university to confer with the President regarding “ the 
best interests of the university.” Such a conference was held 
some weeks later; and, as is common with verbal interviews, 
there proved to be varying recollections of what then passed. 
But the community was informed of the situation through the 
publication, in July, of a formal written communication which 
had been presented by the committee of conference to the 
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President, and of the letter of resignation which he had sent 
to the Corporation. The committee’s communication stated 
that the reason for its appointment was dissatisfaction with the 
President’s views on the free coinage of silver, and that it 
was hoped he would refrain from “ promulgating” these views. 
The ground stated for this request was a fear that the course 
of the President would prevent an inflow of gifts and legacies, 
and would deprive the institution of needed pecuniary sup- 
port; the reference to the loss of gifts and legacies being 
doubtless meant to indicate that it was in his capacity as ad- 
ministrative head rather than as teacher that the President 
was requested to refrain from stating his views on the mooted 
question. On the other hand, the highest appreciation was 
expressed as to his general services as administrator, and “ for 
him, personally, the warmest admiration and regard.” 

The case thus stated raised simply and solely the question 
of the propriety of regulating the expression of opinions on 
public questions by an academic officer of admitted zeal, abil- 
ity, and competence for his task. On that question, no dis- 
tinction could be made between the case of president and 
professor; nor could any other answer be given than a flat 
negative. Hence opinions were offered with a freedom that 
would not have been warranted, had the question been one 
simply as to the mode in which Brown University was to 
be administered. A brief memorial, expressing the opinion 
“that the future influence of American universities and the 
interests of free thought and free speech under a just sense 
of responsibility would be promoted by such action on the 
part of the Corporation as might naturally lead to the with- 
drawal of the resignation of President Andrews,” was signed 
by the presidents of a number of universities (among them 
Johns Hopkins, Harvard, Columbia, Wisconsin, Dartmouth), 
by many professors, and by men of eminence in affairs and 
in public life. A letter signed by teachers of economics from 
all parts of the country expressed an earnest hope for such 
action as would “uphold and affirm, without possibility of 
misunderstanding, the principle of academic freedom.” And 
an open letter, addressed to the Corporation by a large num- 
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ber of the members of the faculty of the institution, pleaded 
for the maintenance of “its honorable and een traditions 
of academical freedom.” 

At the meeting of the Corporation on September 1 resolu- 
tions were passed asking President Andrews to withdraw his 
resignation, and stating that “it was not and is not the pur- 
pose of the Corporation in this matter to interfere with or 
abridge your independence of individual thought or expres- 
sion.” The previous action of the Corporation had “removed 
the misapprehension that your individual views on this ques- 
tion represent those of the Corporation and the university.” 
President Andrews accordingly, after a brief delay due to 
other engagements entered on in the mean while, withdrew 
his resignation. 

The sound principle in cases of this sort, we conceive, can 
be very briefly stated. The utterances of a president or pro- 
fessor, whether in the class-room or out of it, are not matters 
to which the governing board of an institution of learning 
must be indifferent. They are evidence of conduct and 
capacity; but evidence only, to be used with all the other 
evidence bearing on the competence of the individual for the 
tasks intrusted to him. In the language of one of the com- 
munications addressed to the Corporation of Brown Univer- 
sity in this case, “no questions should enter except as to 
capacity, faithfulness, and general efficiency in the perform- 
ance of appointed duty.” On these qualities the public 
utterances of an individual may throw light, and are to 
be considered only in so far as they throw light. It must 
always be dangerous, and must open the door to abuse of 
power as well as to misconception of the aim in view, if 
inquiry is made as to the opinions expressed by an academic 
officer on disputed public questions; but, if such inquiry is 
made with a view to secure evidence as to fitness for the 
appointed tasks, the question becomes simply one of expedi- 
ency in entering on it and good faith in carrying it out. But 
where general competence is freely admitted, and only the 
statement of certain specific opinions is subjected to criti- 
cism, the principle of freedom is at stake; and the only sound 
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policy is that which the Corporation of Brown University 
followed in the end, and, indeed, may be fairly presumed to 
have had in mind from the start. 





Tae Workmen’s Compensation Act, passed in the last 
session of the English Parliament, marks an entirely new de- 
parture in social legislation. It provides a method of com- 
pensation for accidents which differs alike from the attempts 
heretofore made in England to enforce employers’ liability 
and from the German scheme of compulsory insurance. The 
text of the important parts of the act is printed in the Appen- 
dix. It may be of service to present here a summary state- 
ment of its provisions, together with some memoranda as to 
the discussion on certain of the points involved. 

For every accident in the course of a workman’s employ- 
ment the employer is made liable to pay compensation, pro- 
vided that the accident is such as to disable the workman for 
at least two weeks from earning full wages. The civil liability 
of the employer, nevertheless, for personal negligence or wil- 
ful act, remains undisturbed, and a workman may still, if he 
chooses, take such action as was open to him before this act; 
while, on the other hand, compensation cannot be obtained 
for an accident attributable to the workman’s own serious and 
wilful misconduct. The amount of compensation under the 
act is to be settled by arbitration, either by consent or by the 
intervention of the county court, within the limits of a scale 
(set forth in the First Schedule), giving in the case of fatal 
injury to a man leaving dependants either £150 or three 
years’ wages (whichever sum be the larger), and, in case of 
disablement, half the weekly wages so long as disability con- 
tinues. In case of an accident to a workman in the service of 
a sub-contractor the liability is made to rest on the original 
“undertaker”; and this not only as to compensation under 
the act, but also in respect of personal negligence or wilful 
act independently of it. Thus the doctrine of “common em- 
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ployment” is incidentally abolished. ‘Contracting out” is 
permitted only where the Registrar of Friendly Societies cer- 
tifies that the advantages of a scheme of benefit or insurance, 
which the employer proposes to substitute for the liability 
under the act, are not less than those offered by the act; but 
no scheme is to be certified which contains an obligation on 
the part of workmen to accept it as a condition of hiring. 
The act is made to apply only to workmen in railways, facto- 
ries, mines, quarries, or engineering works, and on building 
works where there are scaffoldings above thirty feet high or 
in which machinery is employed. For the present, therefore, 
neither merchant-shipping, agriculture, nor domestic service 
comes within its scope. 

The act raises many points of theoretical and practical in- 
terest. The quotations which follow from the speeches of the 
ministers responsible for the measure will cast some light on 
the most important issues involved. Those from Mr. Cham- 
berlain, the real author of the act, are especially noteworthy.* 

1. The measure proceeds on a principle altogether different : 
from that of the existing Employers’ Liability Acts, in that it 
does not impose penalties upon employers for negligence, but 
casts upon them the burden of compensation in all cases of 
accident, without inquiry as to the default of either party 
except in extreme cases. 

Sir M. W. Ridley, the Home Secretary, on introducing the 
bill, explained that its principle was the same as that of the 
amendment moved by Mr. Chamberlain to Mr. Asquith’s 
abortive Employers’ Liability Bill of 1893, and thus stated 
it: — 


“The serious results of accidents cannot be held to be ade- 
quately met by merely giving the workman a right of action 
in respect of the negligence of an employer, or of any person 
for whom he was responsible; and it is felt that the workman 
or his representatives ought to have aright to compensation 
at the expense not of the rates or of public charity, but of the 
industry in which he was engaged.” 


*The quotations are from the reports of the Parliamentary debates in the 
Times: unless otherwise stated, from the issue of May 4. 
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2. It also differs from the German Accident Insurance legis- 
lation in that the liability rests upon the individual employer, 
and not upon an association of employers. 

Mr. Chamberlain: “On the whole, the German scheme has 
given satisfaction; and I believe it justifies us in carrying out 
a somewhat similar experiment. But it is not possible for us 
to adopt one part of the German scheme. . . . There the insur- 
ance is paid not by the individual employers, but by an associa- 
tion of employers formed for the purpose. The association 
can exercise a certain control over its individual members, and 
in that way it does something for prevention. But I do not 
imagine that even my right honorable friend would suggest 
that in this country it would be possible, or, if possible, that it 
would be desirable, to force everybody in a particular trade 
into an association of this kind. The elaboration of the sys- 
tem, its bureaucratic tendency, and the arbitrary interference 
of officials are all matters that are so objectionable to English 
people, and especially to those who have been enabled to carry 
on their undertaking without any interference of the kind, 
that I believe it is absolutely impossible and absolutely im- 
practicable to attempt any system of operations of that kind ; 
and we have to fall back on the fact, so far as the pecuniary 
liability is concerned, either that the employer should take the 
liability upon himself, as I believe will happen in the vast 
number of cases, or, if he has taken an insurance, the insur- 
ance company will exercise something of that supervision 
which is now exercised by the associations in Germany.” 

8. As to the possible effect of the act in putting England 
at a disadvantage as compared with her foreign competitors, it 
was maintained by the ministers (a) that the burden was simi- 
lar to that already imposed in other countries, (5) that the act 
would diminish the cost of litigation, (c) that the cost of the 
liability would, in most cases, be insignificant. Mr. Chamber- 
lain stated his belief that “coal-mining is the most dangerous 
industry, and even in that case the maximum of liability is not 
likely to exceed 1 per cent. on the wages. But, when you 
come to the ordinary manufactures and engineering employ- 
ment, ... the cost is very much less; and I believe it will be 
measured by 1s. or 2s. per cent. on the wages.” 
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4. It is anticipated that the liability will be met, to some 
degree, by the extension of insurance among employers. But 
it is supposed that this will be the case chiefly among mine- 
owners. To quote Mr. Chamberlain once more: “Except in 
certain cases where accidents occur of a wholesale character, 
such as mines, I believe it will be in the interests of the em- 
ployer not to insure under our bill, because the liability is 
fixed and definite, and because it will be cheaper for them to 
provide the insurance themselves.” 

5. As to the ultimate incidence of the burden, it was main- 
tained on the part of the ministry that it would become an 
addition to the cost of production, while some of their critics 
argued that it would fall, for the most part, upon wages. 

Mr. Asquith, Home Secretary in the late Liberal ministry, 
expressed his opinion that “a larger share of the burden under 
existing economic conditions will fall upon wages, and that 
neither in the shape of an added price to be taken from the 
consumer nor a diminished profit from the employer will 
workmen obtain the benefit resulting from schemes of this 
kind. ... I do not say that this is in the least degree an objec- 
tion.” To which Mr. Chamberlain replied that, if this were 
so, “every addition to the cost of manufacture must come out 
of wages, which, I think, will reduce the argument to an 
absurdity.” He added that he did not believe that the Ger- 
man system had had any effect in lowering wages. “The rate 
of wages has been advancing in Germany, as in other coun- 
tries.” 

6. The most serious opposition to the measure was offered 
by the colliery proprietors of both political parties, who pro- 
tested that the pressure of the new liability might easily be- 
come ruinous. 

7. The leaders of the Opposition, while supporting the 
general principle of the bill, argued that, owing to the failure 
of the measure to meet the case of insolvency on the part of 
the employer, it would necessarily lead in the end to a system 
of state insurance. 

8. Comparatively little discussion took place, during the 
passage of the bill, as to its relation to “individualist” or 
“socialist ” principles. But the criticism of the president of 
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the Liberty and Property Defence League, Lord Wemyss, led 
the Marquis of Salisbury to draw a distinction between leg- 
islation affecting life and legislation merely affecting prop- 
erty: — 


There is a great danger of socialism in the present day. It is an in- 
clined plane down which we are tending to move, it is a snare which we 
should avoid in all our legislation; but it is possible to cry, ‘‘ Wolf!” 
when there is no wolf, and, if you perpetually cry out ‘‘ Socialism!” 
whenever an act for the benefit of the people is introduced, you do not 
weaken the socialistic propaganda by so doing. On the contrary, you 
destroy the argument which will be used against it; and you give to 
every socialist reasoner a basis for saying that the arguments against his 
views are simply imaginary, and pointing to your own extravagances as 
his proof. .. . To my mind, the line which is to be drawn in dealing with 
State interference is largely affected, if not entirely governed, by the 
question whether you are saving property or saving life... . 

Where property is in question, I am guilty, like him, of erecting indi- 
vidual liberty as an idol, and of resenting all attempts to destroy or 
fetter it; but, when you pass from liberty to life, in no well-governed 
State, in no State governed according to the principles of common hu- 
manity, are the claims of mere liberty allowed to endanger the lives of 
the citizens. . .. The State has a right, and it is the duty of the State, to 
see to those interests which are represented by safety of life and limb in 
all its citizens; and the claims of property to be free from interference, 
however high you put those claims, must bow and give way at once if 
the lives of the citizens of the State are in question. .. . 

The interference of the State, judiciously and carefully applied and 
with due circumspection, without fanaticism, hurry, or passion, may 
have a most enormous and most salutary and gratifying result in exalting 


the health and increasing the happiness of the people.* 
W. J. A. 


*The Times, July 30, 1897. 
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THE ENGLISH WORKMEN’S COMPENSATION ACT. 
(60 and 61 Victoria, chapter 37. 6 August, 1897.) 


An ACT TO AMEND THE LAW WITH RESPECT TO COMPENSATION 
TO WORKMEN FOR ACCIDENTAL INJURIES SUFFERED IN THE 
CouRSE OF THEIR EMPLOYMENT. 


Be it enacted... 

1. (1) If in any employment to which this act applies personal 
injury by accident arising out of and in the course of the employ- 
ment is caused to a workman, his employer shall, subject as herein- 
after mentioned, be liable to pay compensation in accordance with 
the First Schedule to this act. 

(2) Provided that :— 

(a) The employer shall not be liable under this act in respect of 
any injury which does not disable the workman for a period 
of at least two weeks from earning full wages at the work at 
which he was employed ; 

(6) When the injury was caused by the personal negligence or 
wilful act of the employer, or of some person for whose act or 
default the employer is responsible, nothing in this act shall 
affect any civil liability of the employer, but in that case the 
workman may, at his option, either claim compensation under 
this act or take the same proceedings as were open to him be- 
fore the commencement of this act; but the employer shall 
not be liable to pay compensation for injury to a workman by 
accident arising out of and in the course of the employment 
both independently of and also under this act, and shall not 
be liable to any proceedings independently of this act, except 
in case of such personal negligence or wilful act as aforesaid ; 

(c) If it is proved that the injury to a workman is attributable to 
the serious and wilful misconduct of that workman, any com- 
pensation claimed in respect of that injury shall be disallowed. 

(3) If any question arises in any proceedings under this act as to 
the liability to pay compensation under this act (including any ques- 
tion as to whether the employment is one to which this act applies), 
or as to the amount or duration of compensation under this act, the 
question, if not settled by agreement, shall, subject to the provisions 
of the First Schedule to this act, be settled by arbitration, in accord- 
ance with the Second Schedule to this act. 
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(4) If, within the time hereinafter in this act limited for taking 
proceedings, an action is brought to recover damages independently 
of this act for injury caused by any accident, and it is determined 
in such action that the injury is one for which the employer is not 
liable in such action, but that he would have been liable to pay com- 
pensation under the provisions of this act, the action shall be dis- 
missed ; but the court in which the action is tried shall, if the plaintiff 
shall so choose, proceed to assess such compensation, and shall be at 
liberty to deduct from such compensation all the costs which, in its 
judgment, have been caused by the plaintiff bringing the action 
instead of proceeding under this act. 


[Certificate of compensation and deduction for costs is provided for.] 


(5) Nothing in this act shall affect any proceeding for a fine 
under the enactments relating to mines or factories, or the applica- 
tion of any such fine; but, if any such fine, or any part thereof, has 
been applied for the benefit of the person injured, the amount so 
applied shall be taken into account in estimating the compensation 
under this act. 

2. (1) Proceedings for the recovery under this act of compensa- 
tion for an injury shall not be maintainable unless notice of the 
accident has been given as soon as practicable after the happening 
thereof and before the workman has voluntarily left the employ- 
ment in which he was injured, and unless the claim for compensation 
with respect to such accident has been made within six months from 
the occurrence of the accident causing the injury, or, in case of 
death, within six months from the time of death. Provided always 
that the want of or any defect or inaccuracy in such notice shall not 
be a bar to the maintenance of such proceedings if it is found in 
the proceedings for settling the claim that the employer is not preju- 
diced in his defence by the want, defect, or inaccuracy, or that such 
want, defect, or inaccuracy was occasioned by mistake or other reason- 
able cause. 

(2) Notice in respect of an injury under this act shall give the 
name and address of the person injured, and shall state in ordinary 
language the cause of the injury, and the date at which it was sus- 
tained, and shall be served on the employer, or, if there is more than 
one employer, upon one of such employers. 

[(3), (4), and (5) define what constitutes the serving of notice.] 

3. (1) If the Registrar of Friendly Societies, after taking steps 
to ascertain the views of the employer and workmen, certifies that 


any scheme of compensation, benefit, or insurance for the workmen 
of an employer in any employment, whether or not such scheme 
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includes other employers and their workmen, is on the whole not less 
favorable to the general body of workmen and their dependants 
than the provisions of this act, the employer may, until the certifi- 
cate is revoked, contract with any of those workmen that the provi- 
sions of the scheme shall be substituted for the provisions of this 
act, and thereupon the employer shall be liable only in accordance 
with the scheme; but, save as aforesaid, this act shall apply notwith- 
standing any contract to the contrary made after the commencement 
of this act. 

(2) The Registrar may give a certificate to expire at the end of a 
limited period, not less than five years. 

(3) No scheme shall be so certified which contains an obligation 
upon the workmen to join the scheme as a condition of their hiring. 

(4) If complaint is made to the Registrar of Friendly Societies by 
or on behalf of the workmen of any employer that the provisions of 
any scheme are no longer on the whole so favorable to the general 
body of workmen of such employer and their dependants as the 
provisions of this act, or that the provisions of such scheme are be- 
ing violated, or that the scheme is not being fairly administered, or 
that satisfactory reasons exist for revoking the certificate, the Regis- 
trar shall examine into the complaint, and, if satisfied that good 
cause exists for such complaint, shall, unless the cause of complaint 
is removed, revoke the certificate. 

(5) When a certificate is revoked or expires, any moneys or securi- 
ties held for the purpose of the scheme shall be distributed as may 
be arranged between the employer and workmen, or as may be deter- 
mined by the Registrar of Friendly Societies in the event of a differ- 
ence of opinion. 

(6) Whenever a scheme has been certified as aforesaid, it shall be 
the duty of the employer to answer all such inquiries, and to furnish 
all such accounts in regard to the scheme as may be made or required 
by the Registrar of Friendly Societies. 

(7) The Chief Registrar of Friendly Societies shall include in his 
annual report the particulars of the proceedings of the registrar 
under this act. 

4. Where, in an employment to which this act applies, the under- 
takers as hereinafter defined contract with any person for the execu- 
tion by or under such contractor of any work, and the undertakers 
would, if such work were executed by workmen immediately em- 
ployed by them, be liable to pay compensation under this act to 
those workmen in respect of any accident arising out of and in the 
course of their employment, the undertakers shall be liable to pay 
to any workman employed in the execution of the work any com- 








EO 

















APPENDIX 113 


pensation which is payable to the workman (whether under this 
act or in respect of personal negligence or wilful act independently 
of this act) by such contractor, or would be so payable if such con- 
tractor were an employer to whom this act applies. 

Provided that the undertakers shall be entitled to be indemnified 
by any other person who would have been liable independently of 
this section. 

This section shall not apply to any contract with any person for the 
execution by or under such contractor of any work which is merely 
ancillary or incidental to, and is no part of, or process in, the trade or 
business carried on by such undertakers respectively. 

5. (1) Where any employer becomes liable under this act to pay 
compensation in respect of any accident, and is entitled to any sum 
from insurers in respect of the amount due to a workman under such 
liability, then in the event of the employer becoming bankrupt, or 
making a composition or arrangement with his creditors, or if the 
employer is a company of the company having commenced to be 
wound up, such workman shall have a first charge upon the sum 
aforesaid for the amount so due; and the judge of the county court 
may direct the insurers to pay such sum into the Post-office Savings 
Bank in the name of the registrar of such court, and order the same 
to be invested or applied in accordance with the provisions of the 
First Schedule hereto with reference to the investment in the Post- 
office Savings Bank of any sum allotted as compensation, and those 
provisions shall apply accordingly. 

{{2) Appropriate phraseology for Scotland.] 

6. Where the injury for which compensation is payable under 
this act was caused under circumstances creating a legal liability in 
some person other than the employer to pay damages in respect there- 
of, the workman may, at his option, proceed, either at law against 
that person to recover damages or against his employer for compen- 
sation under this act, but not against both; and, if compensation be 
paid under this act, the employer shall be entitled to be indemnified 
by the said other person. 

7. (1) This act shall apply only to employment by the under- 
takers as hereinafter defined, on or in or about a railway, factory, 
mine, quarry, or engineering work, and to employment by the under- 
takers as hereinafter defined on, in, or about any building which 
exceeds thirty feet in height, and is either being constructed or re- 
paired by means of a scaffolding or being demolished, or on which 
machinery driven by steam, water, or other mechanical power, is 
being used for the purpose of the construction, repair, or demolition 
thereof. 
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[Definitions are given in (2) of “ Railway,” “ Factory,” — to include all 
those places within the scope of the Factory and Workshop Act, 1895, and 
also laundries worked by steam, water, or other mechanical power,— “ Mine,” 
“ Quarry,” “ Engineering work,” “ Undertakers,” “ Employer,” “ Workman,” 
and “ Dependants.”] 

{@ Makes the act apply to accidents in ship-building outside the ship- 
building yards.] 

8. (1.) This act shall not apply to persons in the naval or mili- 
tary service of the crown, but otherwise shall apply to any employ- 
ment by or under the crown to which this act would apply if the 
employer were a private person. 


[(2) Details as to Treasury warrants for certain purposes. | 


9. Any contract existing at the commencement of this act, 
whereby a workman relinquishes any right to compensation from the 
employer for personal injury arising out of and in the course of his 
employment, shall not, for the purposes of this act, be deemed to 
continue after the time at which the workman’s contract of service 
would determine if notice of the determination thereof were given at 
the commencement of this act. 

10. (1) This act shall come into operation on the first day of 
July, one thousand eight hundred and ninety-eight. 

(2) This act may be cited as the Workmen's Compensation Act, 
1897. 


FIRST SCHEDULE. 
ScALE AND CONDITIONS OF COMPENSATION. 
Scale. 


(1) The amount of compensation under this act shall be — 
(a) where death results from the injury — 

(i.) if the workman leaves any dependants wholly dependent 
upon his earnings at the time of his death, a sum equal to 
his earnings in the employment of the same employer during 
the three years next preceding the injury, or the sum of 
one hundred and fifty pounds, whichever of those sums is the 
larger, but not exceeding in any case three hundred pounds, 
provided that the amount of any weekly payments made 
under this act shall be deducted from such sum; and if the 
period of the workman’s employment by the said employer 
has been less than the said three years, then the amount of 
his earnings during the said three years shall be deemed to 
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be 156 times his average weekly earnings during the period 
of his actual employment under the said employer ; 

(ii) if the workman does not leave any such dependants, but 
leaves any dependants in part dependent upon his earnings 
at the time of his death, such sum, not exceeding in any case 
the amount payable under the foregoing provisions, as may 
be agreed upon, or, in default of agreement, may be deter- 
mined, on arbitration under this act, to be reasonable and 
proportionate to the injury to the said dependants; and 

(iii.) if he leaves no dependants, the reasonable expenses of 
his medical attendance and burial, not exceeding ten pounds ; 

(+) where total or partial incapacity for work results from the 
injury, a weekly payment during the incapacity after the 
second week not exceeding fifty per cent. of his average 
weekly earnings during the previous twelve months, if he 
has been so long employed, but, if not, then for any less 
period during which he has been in the employment of the 
same employer, such weekly payment not to exceed one 
pound. 

(2) In fixing the amount of the weekly payment, regard shall be 
had to the difference between the amount of the average weekly earn- 
ings of the workman before the accident and the average amount 
which he is able to earn after the accident, and to any payment not 
being wages which he may receive from the employer in respect of 
his injury during the period of his incapacity. 

(8) Where a workman has given notice of an accident, he shall, if so 
required by the employer, submit himself for examination by a duly 
qualified medical practitioner provided and paid by the employer; and, 
if he refuses to submit himself to such examination, or in any way ob- 
structs the same, his right to compensation, and any proceeding under 
this act in relation to compensation, shall be suspended until such 
examination takes place. 

(4) The payment shall, in case of death, be made to the legal per- 
sonal representative of the workman, or, if he has no legal personal 
representative, to or for the benefit of his dependants, or, if he 
leaves no dependants, to the person to whom the expenses are due, 
and, if made to the legal personal representative, shall be paid by him 
to or for the benefit of the dependants or other person entitled thereto 
under this act. 

(5) Any question as to who is a dependant, or as to the amount pay- 
able to each dependant, shall, in default of agreement, be settled by 
arbitration under this act. 

(6) The sum allotted as compensation to a dependant may be in- 
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vested or otherwise applied for the benefit of the person entitled 
thereto, as agreed, or as ordered by the committee or other arbitrator. 

(7) Any sum which is agreed or is ordered by the committee or ar- 
bitrator to be invested may be invested in whole or in part in the 
Post-office Savings Bank by the registrar of the county court in his 
name as registrar. 

(8) Any sum to be so invested may be invested in the purchase of 
an annuity from the National Debt Commissioners through the Post- 
office Savings Bank, or be accepted by the Postmaster-General as a 
deposit in the name of the registrar as such, and the provisions of any 
statute or regulations respecting the limits of deposits in savings- 
bank, and the declaration to be made by a depositor, shall not apply 
to such sums. 

(9) No part of any money invested in the name of the registrar of 
any county court in the Post-office Savings Bank under this act shall 
be paid out, except upon authority addressed to the Postmaster-Gen- 
eral by the Treasury or by the judge of the county court. 

[ (10) Persons deriving benefit from moneys so invested in a post-office 
savings-bank may open other accounts in savings-banks, notwithstanding 
any statutes or regulations to the contrary.] 


(11) Any workman receiving weekly payments under this act 
shall, if so required by the employer or by any person by whom the 
employer is entitled under this act to be indemnified, from time to 
time submit himself for examination by a duly qualified medical 
practitioner provided and paid by the employer or such other person ; 
but, if the workman objects to an examination by that medical practi- 
tioner, or is dissatisfied by the certificate of such practitioner upon his 
condition when communicated to him, he may submit himself for 
examination to one of the medical practitioners appointed for the 
purposes of this act, as mentioned in the Second Schedule to this act, 
and the certificate of that medical practitioner as to the condition of 
the workman at the time of the examination shal] be given to the 
employer and workman, and shall be conclusive evidence of that con- 
dition. If the workman refuses to submit himself to such examina- 
tion, or in any way obstructs the same, his right to such weekly pay- 
ments shall be suspended until such examination has taken place. 

(12) Any weekly payment may be reviewed at the request either 
of the employer or of the workman, and on such review may be 
ended, diminished, or increased, subject to the maximum above pro- 
vided; and the amount of payment shall, in default of agreement, be 
settled by arbitration under this act. 

(13) Where any weekly payment has been continued for not less 
than six months, the liability therefor may, on the application by or 
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on behalf of the employer, be redeemed by the payment of a lump 
sum, to be settled, in default of agreement, by arbitration under this 
act; and such lump sum may be ordered by the committee or arbitra- 
tor to be invested or otherwise applied, as above mentioned. 

(14) A weekly payment, or a sum paid by way of redemption 
thereof, shall not be capable of being assigned, charged, or attached, 
and shall not pass to any other person by operation of law, nor shall 
any claim be set off against the same. 


[ (15) Certain details relative to the Friendly Societies Act, 1896.] 
[ (16) Appropriate phraseology for Scotland.] 
[ (17) Details as to the application of the act to Ireland.] 


SECOND SCHEDULE. 
ARBITRATION, 


The following provisions shall apply for settling any matter which 
under this act is to be settled by arbitration : — 

(1) If any committee, representative of an employer and his work- 
men, exists with power to settle matters under this act in the case of 
the employer and workmen, the matter shall, unless either party ob- 
jects, by notice in writing sent to the other party before the committee 
meet to consider the matter, be settled by the arbitration of such 
committee or be referred by them in their discretion to arbitration, as 
hereinafter provided. 

(2) If either party so objects, or there is no such committee, or 
the commitee so refers the matter or fails to settle the matter within 
three months from the date of the claim, the matter shall be settled 
by a single arbitrator agreed on by the parties, or, in the absence of 
agreement, by the county court judge, according to the procedure pre- 
scribed by rules of court, or if in England the Lord Chancellor so 
authorizes, according to the like procedure, by a single arbitrator 
appointed by such county court judge. 

(3) Any arbitrator appointed by the county court judge shall, for 
the purposes of this act, have all the powers of a county court judge, 
and shall be paid out of moneys to be provided by Parliament in ac- 
cordance with regulations to be made by the Treasury. 

(4) The Arbitration Act, 1889, shall not apply to any arbitration 
under this act; but an arbitrator may, if he thinks fit, submit any 
question of law for the decision of the county court judge, and the 
decision of the judge on any question of law, either on such submis- 
sion or in any case where he himself settles the matter under this 
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act, shall be final, unless within the time and in accordance with the 
conditions prescribed by rules of the Supreme Court either party ap- 
peals to the Court of Appeal. And the county court judge, or the 
arbitrator appointed by him, shall, for the purpose of an arbitration 
under this act, have the same powers of procuring the attendance of 
witnesses and the production of documents as if the claim for com- 
pensation had been made by plaint in the county court. 


[(5) As to the appearance of parties by other persons. ] 

[(6) As to costs.] 

[(7) As to appointment of another arbitrator on the death, etc., of the 
original arbitrator. ] 

[(8) As to registration and enforcement of award.] 

(9) Where any matter under this act is to be done in a county 
court, or by, to, or before the judge or registrar of a county court, 
then, unless the contrary intention appear, the same shall, subject to 
rules of court, be done in, or by, to, or before the judge or registrar of, 
the county court of the district in which all the parties concerned 
reside, or, if they reside in different districts, the district in which the 
accident out of which the said matter arose occurred, without preju- 
dice to any transfer in manner provided by rules of court. 


[(10) As fo rules of court.] 


(11) No court fee shall be payable by any party in respect of any 
proceeding under this act in the county court prior to the award. 

(12) Any sum awarded as compensation shall be paid on the re- 
ceipt of the person to whom it is payable under any agreement or 
award ; and his solicitor or agent shall not be entitled to recover from 
him, or to claim a lien on, or deduct any amount for costs from, the 
said sum awarded, except such sum as may be awarded by the arbi- 
trator or county court judge, on an application made by either party 
to determine the amount of costs to be paid to the said solicitor or 
agent, such sum to be awarded subject to taxation and to the scale 
of costs prescribed by rules of court. 

(18) The Secretary of State may appoint legally qualified medical 
practitioners for the purpose of this act, and any committee, arbitra- 
tor, or judge may, subject to regulations made by the Secretary of 
State and the Treasury, appoint any such practitioner to report on 
any matter which seems material to any question arising in the arbi- 
tration ; and the expense of any such medical practitioner shall, sub- 
ject to Treasury regulations, be paid out of moneys to be provided by 
Parliament. 


[(14) (15) (16) Appropriate phraseology for Scotland and Ireland.} 
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